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WEDNESDAY;  May  21,  1975. 


The  hearing  reconvened  at  9:15  A.M.  on  Wednesday,  May  21, 

4  I  1975,  in  the  Chambers  of  the  Montana  House  of  Representatives, 

5  I  State  Capitol,  Helena,  Montana. 

The  Honorable  Carl  M.  Davis,  Hearings  Examiner,  presided 

7  I  over  the  proceedings . 

8  APPEARANCES : 


APPLICANTS 


10 

11 


William  M.  Bellingham,  Esq 
John  L.  Peterson,  Esq. 

John  Ross,  Esq. 


12  I  DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION 

Ted  J.  Doney ,  Esq. 

Robert  T.  Cummins,  Esq. 

Arden  E.  Shenker,  Esq. 

William  Sheridan 

BOARD  OF  HEALTH  AND  DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 

Richard  Klinger,  Esq. 

Steve  Brown,  Esq. 

18  I  NORTHERN  CHEYENNE  TRIBE,  INC.: 


19 


Peter  Michael  Meloy,  Esq. 


20  NORTHERN  PLAINS  RESOURCE  COUNCIL: 


21 

22 

23 

24 


Gregory  H.  Warner,  Esq. 
Leo  Graybill,  Jr.,  Esq. 


The  following  proceedings  were  had: 


HEARINGS  EXAMINER:  We  will  go  on  the  record.  Are  all  the 


25  parties  present  ready  to  proceed? 


26 

27 

28 


MR.  BELLINGHAM:  I  am  ready,  Your  Honor. 
MR.  SHENKER:  The  Department  is  ready 


HEARINGS  EXAMINER 


Let  the  record  show  that  the  parties  are 
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ready  to  proceed  that  are  present 
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CONTINUATION  OF  EXAMINATION  OF  GEORGE  0 1  CONNOR 
Direct  by  applicants 

By  Mr.  Bellingham: 

Q  Mr.  O'Connor,  you  were  testifying  at  the  close  of  the  appli¬ 
cants'  proceedings  yesterday,  werent'  you? 

Yes,  sir. 

Now,  previously  we  have  gone  into  Colstrip  1  and  2.  At  this 
time  I  would  like  to  ask  you  to  give  the  background  regarding 
the  decision  as  far  as  3  and  4  located  at  Colstrip  is  con¬ 


cerned. 

13  I A  Well,  when  the  decision  was  made  by  Puget  Sound  Power  and 

14  |  Light  and  the  Montana  Power  Company  to  build  Colstrip  1  and  2, 

15  I  obviously,  we  needed  then  to  look  beyond  those  plants  to  see 

16  I  when  we  would  need  additional  generation,  and  we  gave  some 

17  1  attention  to  the  possibility  of  building  a  350-megawatt  plant 

18  to  serve  Montana  Power  Company's  requirements,  but  the  plant 

19  I  site  belonged  50%  to  Puget  Sound  Power  and  Light  and  50%  to 

20  |  Montana  Power  Company.  We  discussed  this  with  Puget.  Puget 

21  I  had  a  need  at  the  same  time  as  we  had. 

22  10  May  I  interrupt?  You  mentioned  need.  What  did  you  base  your 

23  I  decision  on  to  the  fact  that  you  needed  additional  generation? 

24  I A  Well,  our  projections  indicated  that  we  would  use  up  all  the 

25  I  capabilities  of  Colstrip  1  and  2  by  the  years  of  1978  and  1979 

26  I  so  on  that  basis  we  had  to  plan  additional  generation  at  that 

27  |  time,  because  there  was  just  no  place  else  to  turn  for  power. 

28  |Q  What  about  the  ability  to  purchase  power  from  third  parties? 
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Was  this  considered? 
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It  certainly  was.  We  made  a  review,  and  do  regularly,  of 
the  power  supply  situation  in  the  total  Northwest.  We  re¬ 
viewed  Utah's  situation,  the  Wyoming  situation,  and  the  Pacific 
Northwest  situation  and  found  most  of  the  utilities  in  that 
area,  both  public  and  private,  as  being  in  the  same  situation 
as  we  were,  that  they  would  be  energy-short  at  that  particular 
period  of  time. 

Well,  will  you  go  on  with  your  discussion  relative  to  3  and  4? 
Well,  since  we  could  not  assume  that  there  was  any  power  that 
we  could  purchase,  power  that  you  do  not  wait,  normally,  to 
need  until  the  day  you  purchase  it  for  these  requirements  and 
there  was  no  power  available  to  purchase,  we  had  to  look  to 
our  own  generation  and  we  were  planning  what  we  should  do 
about  the  needs  of  1968  and  1979.  After  we  discussed  this 
matter  with  Puget  and  found  that  they  had  the  same  kind  of  re¬ 
quirements,  perhaps  even  more  acute  than  ours,  we  began  to 
give  attention  to  the  construction  of  different-sized  plants 
than  350-megawatts,  because  that  would  not  satisfy  the  total 
needs.  We  considered  500.  We  gave  some  attention  to  the 
transmission  system,  because  obviously,  the  transmission  sys¬ 
tem  needed  to  be  coordinated  and  built  to  make  the  highest 
utilization  of  the  generation  and  transmission  both  and  get 
the  greatest  economies,  and  our  inquiries  indicated  to  us  that 
both  from  the  standpoint  of  transmission  and  generation,  700- 
megawatt  plants  might  be  the  optima  and  the  best.  We  then 
had  the  problem  of  deciding  whether  or  not  we  could  assimilate 
into  and  take  on  the  quantities  we  were  talking  about  when  we 
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talked  of  a  700^megawatt  plant.  These  were  big  plants.  The 
economies  of  scale  were  helpful  to  us,  but  there  was  some 
question  that  we  could  utilize  these  plants.  It  was  pretty 
fairly  apparent  that  we  couldn't  and  get  the  greatest  degree 
of  efficiency  out  of  our  dollars,  and  so  we  talked  to  some  of 
the  other  utilities  in  the  Northwest  who  had  a  like  situation. 
Excuse  me,  if  I  may  at  this  time,  you  mentioned  economies  in 
scale.  Would  you  explain  what  you  meant  by  that? 

Well,  it  doesn't  take  very  many  more  people  to  operate  a 
700-megawatt  plant  than  a  180-megawatt  plant.  Obviously,  then! 
on  the  basis  of  costs  per  kilowatt  of  production,  it  is  going 
to  be  less.  The  costs  of  equipment  could  go  into  the  plant. 

The  siting,  the  coal  handling  facilities,  and  all  that,  are 
not  as  expensive  on  a  kilowatt  basis  for  a  large  plant  as  they 
are  for  a  small  plant,  and  so  in  the  interest  of  trying  to 
produce  power  as  cheaply  as  we  could,  we  wanted  to  go  to  the 
economies  of  scale. 

What  about  reserve  requirements?  Did  you  consider  this? 

Well,  obviously,  the  Montana  Power  Company  could  not  build  a 
700-megawatt  plant  in  its  own  right,  because  of  the  agreements 
we  have  with  other  utilities  and  because  of  the  coordination 
agreement.  Each  time  that  we  put  a  plant  on  our  system,  we 
must  dedicate  to  the  rest  of  the  utilities  a  percentage  of 
that  plant  for  reserve  requirements,  and  the  larger  the  plant 
that  you  build,  or  at  least,  the  larger  the  percentage  of 
ownership  that  you  have  in  the  plant,  the  greater  those  re¬ 
serve  requirements  are,  and  reserve  requirements  are  basically 

X 

of  unproductive  capacity.  They  are  something  that  we  can't 
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use  on  a  day  to  day  basis  unless  we  can  sell  the  power  on 
almost  an  hour  to  hour  basis,  so  they  are  not  productive 
capacity,  and  we  like  to  reduce  the  amount  of  reserve  require-! 
ments  just  as  much  as  we  possibly  can.  This  is  the  reason  we 
wanted  to  divide  the  ownership  of  the  350's  and  the  700's 

V  § 

among  more  than  one  owner  so  that  none  of  us  would  have  to 
afford  a  great  deal  of  reserve. 

That  was  one  of  the  reasons,  I  take  it? 

One  of  the  reasons  we  wanted  to  buy  the  ownership. 

You  mentioned  other  companies  being  involved.  Will  you  trace, 
briefly,  the  history  of  this? 

Well,  as  we  studied  the  power  needs  of  the  other  companies  in 
the  Pacific  Northwest,  it  was  apparent  that  one  of  the  com-  . 
panies  was  going  to  need  some  power  during  the  same  period  of 
time  --  Portland  General  Electric.  One  of  the  other  companies 
that  needed  some  power  —  in  a  lesser  amount,  perhaps  --  but 
still  needed  power,  was  Washington  Water  Power.  We  have  a 
long  relationship  of  interconnection  and  business  association 
with  both  of  those  companies,  so  we  went  to  those  people  and 
asked  them  if  they  would  be  interested  in  looking  with  us  at 
the  possibility  of  a  joint  ownership  of  two  700-megawatt 
plants.  They  were  interested.  This  was  in  1971.  They  were 
interested,  and  they  joined  in  the  necessary  inquiries.  It 
was  in  1972  that  we  began  to  formalize  some  kind  of  an  under¬ 
standing  and  began  to  make  some  of  our  studies  relative  to 
the  two  possible  700 's.  Later  than  that.  Pacific  Power  and 
Light  indicated  an  interest,  and  they  had  been  invited  earlier, 
to  sit  in  and  listen  if  they  wished  and  the  discussions  were 
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held  among  our  engineering  people,  and  they  decided  they 
would  like  to  participate  in  the  two  700's,  in  at  least  a 
small  percentage. 

And  when  was  the  arrangement  finalized? 

Early  in  1973. 

And  at  that  time,  after  Pacific  came  in,  what  was  the  percent¬ 
age  of  ownership  of  each  of  the  companies  in  3  and  4,  do  you 
know? 

It  was  agreed  that  Pacific  Power  and  Light  would  own  10%  of 
the  two  700-megawatt  plants  and  that  Washington  Water  Power 
would  have  15%,  that  Portland  General  Electric  would  have  20%, 
that  Puget  Sound  Power  and  Light  would  have  25%,.  and  that  the 
Montana  Power  Company  would  have  30%  of  the  ownership. 
Originally,  what  was  the  forecast  insofar  as  schedule  is  con¬ 
cerned,  of  these  two  plants? 

Well,  the  original  schedule  and  the  original  plans  and  hopes 
were  that  we  would  have  Colstrip  No.  3  come  on  in  1978,  in 
the  summer,  and  that  Colstrip  No.  4  would  come  on  in  1979. 

Were  these  particular  plans  changed  as  proceedings  progressed? 
Well,  I  think  it's  obvious  now  that  if  a  permit  were  issued 
immediately,  Colstrip  No.  3  could  not  come  on  in  '78,  nor 
could  No.  4  come  on  in  '79,  so  we  have  needed  to  modify  the 
schedules  by  a  slippage  of  one  year. 

When  you  say  "slippage,"  what  do  you  mean? 

I  mean  that  the  construction  schedule  has  slipped,  has  moved 
one  year  further  into  the  future,  and  we  would  now  do  well  to 
bring  Colstrip  No.  3  on  in  1979  and  Colstrip  No.  4  in  1980. 
What  were  the  reasons  for  this  slippage? 
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Well,  there  were  a  number.  In  the  first  place,  it  was  a 
tight  schedule  to  start  with.  This  was  indicated  to  the 
public  officials  of  the  State  of  Montana  at  the  time  we 
announced  the  construction  program.  We  must  remember  that 
during  the  time  that  the  companies  formed  their  plans  and  set 
their  schedules,  which  would  have  been  relatively  easy  to 
meet,  there  was  passed  in  the  State  of  Montana  a  Siting  Act, 
which  had  an  effect  on  the  scheduling  of  these  plants.  We 
needed  to  file  under  that  Siting  Act  for  the  construction  of 
Colstrip  3  and  4.  Early  in  the  year  in  1973,  recognizing  the 
requirements  and  the  obligations  under  the  Siting  Act,  the 
presidents  of  each  one  of  the  involved  companies,  and  other 
officials  of  our  company  met  with  a  number  of  state  officials 
and  announced  our  intentions  to  file  an  application  for  the 
construction  of  these  plants.  We  pointed  out  that  we  had  a 
critical  time  frame  and  that  if  we  waited  the  600  days  as 
provided  in  the  statute,  this  would  put  us  into  a  very,  very 


tight  time  frame,  and  we  asked  that  the  application  be  pro¬ 
cessed  expeditiously  and  that  it  be  moved  along  as  rapidly  as 
could  be  in  the  hope  that  we  would  gain  some  little  bit  of 
time.  Basically,  the  Siting  Act  was  the  reason  we  got  into  a 
bind  as  far  as  schedule  was  concerned. 

There  has  been  a  delay  as  a  result  of  it? 

Oh,  there's  no  question  there  has  been  a  delay.  The  Depart¬ 
ment  took  the  full  600  days,  for  all  practical  purposes,  to 
reach  a  conclusion,  I'm  sure  you're  aware,  sir,  of  the  delay 
that  have  been  incumbent  since  then.  There  have  been  a  great 
many  delays. 


s 


During  the  period  of  time  that  you  have  testified  to,  has 
the  estimated  cost  of  3  and  4  escalated  in  any  way? 

Very  considerably. 

What  are  the  present  approximate  estimates? 

Well,  the  latest  estimate,  and  this  is  a  moving  target  —  the 
latest  one  I've  seen  estimates  now  that  the  plants  will  cost 
$670,000,000.00  and  that  the  transmission  lines  will  cost 
$203,000,000.00. 

Those  are  approximate  figures? 

Obviously. 

Is  there  a  reason  for  this  escalation? 

There  are  a  number  of  reasons.  I  think  the  two  principal 
reasons  are  probably  changes  in  technology  which  have  prompted 
some  modification  in  the  design  and  engineering,  and  of  course 
one  of  the  most  conspicuous  reasons  is  just  the  inflation, 
just  plain,  simple  inflation,  which  in  the  year  of  '74,  was 
15%,  according  to  Bechtel  Corporation,  the  numbers  they  gave 
us.  Inflation  on  that  system  was  15%  in  just  one  year. 

What  about  future  years? 

Well,  they  estimate  the  inflation  in  future  years,  and  this 
is  just  their  best  guess,  and  I  hope  it's  that  low,  will  be  7% 
In  your  opinion,  what  are  the  alternatives  to  3  and  4,  if  any? 
Well,  frankly,  I  don't  think  there  are  any.  We  can  be  hopeful 
if  we  like.  One,  and  possibly  the  only  alternative,  would  be 
to  try  to  plan  for  some  turbine  generation,  and  I  don't  be¬ 
lieve  that  this  is  a  consumable  alternative.  First  of  all, 
turbine  generation  must  be  fired  with  petroleum  products, 
natural  gas,  or  oil,  or  something  of  that  nature,  and  this  is 
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becoming  more  and  more  unacceptable.  The  national  administra¬ 
tion  is  actually  forcing  people  who  do  now  generate  electrici¬ 
ty  with  petroleum  products  to  go  to  coal,  requiring  them,  and 
I  don't  think  we  would  be  able  to  get  petroleum  products  and 
if  we  were  able  to  get  them,  the  price  is  unconscionably  high. 
It  would  put  the  price  of  the  commodity  to  the  place  where, 
for  many,  many  uses,  it  would  be  priced  out  of  the  market 
place.  I  don't  think  there  is  an  alternative  to  Colstrip  3 
and  4 . 

What  about  types  of  possibilities? 

I  mentioned  yesterday  that  we  had  been  trying  for  about  25 
years  to  get  a  license  on  the  Snake  River,  and  almost  that 
many  years  to  put  together  some  hydro  development  on  the  Flat- 
head  River.  Both  of  these  require  federal  licenses.  In  the 
case  of  the  Flathead,  at  least,  they  require  the  consent  of 
and  the  willingness  of  the  Indian  tribes  to  go  along  with  the 
development,  and  there  is  very  little  possibility  of  producing 
energy  on  hydro  development  in  the  absence  of  those  two. 

There  is  being  installed  on  the  Columbia  River  something  close 
to  —  by  1985  --  8,000  megawatts  of  capacity,  and  I  think 
this  will  produce  something  like  two  or  three  hundred  megawatt 
of  energy.  These  are  peaking  capabilities,  and  they  have 
nothing  to  do  with  the  energy  requirements  with  which  we  are 
faced.  These  are  going  to  have  to  come  from  plants  that  can 
be  put  on  the  line,  run  day  in  and  day  out,  and  regardless  of 
high  or  low  water.  We're  going  to  have  to  be  able  to  provide 
these  energy  needs,  and  hydro  just  won't  do  it. 

Why  not  purchase  the  power  from  other  companies? 
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There  is  no  way  that  anybody  in  the  Northwest  is  going  to 
purchase  any  power  between  now  and  1985.  They're  all  buyers 
and  no  sellers,  every  one  of  those  companies. 

Well,  what  about  the  possibility  of  constructing  a  smaller, 
coal-fired  plant? 


Well,  the  problem  you  have  in  constructing  a  small  coal-fired 
plant  to  meet  the  energy  requirements  in  1978  or  1979  is 
that  physically,  it  can't  be  done. 


Why  not? 


Well,  we've  got  a  problem  with  the  law,  to  start  with.  We 


couldn't  get  a  permit  for  two  years.  That  would  reduce  the 


construction  period  to  three  years  or  less,  and  .there  is  no 
physical  capability.  To  begin  with,  you  couldn't  get  the 
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delivery  of  a  turbine.  You  couldn't  get  the  delivery  of  a 


boiler  in  three  years.  First  of  all,  you  have  to  engineer  one 


of  these  plants.  That  is  a  long  and  laborious  process.  Then 


you  need  to  find  a  site  and  you  need  to  purchase  that  site 


and  then  you  need  to  go  to  the  State  for  an  application  to 
build  this,  and  under  the  existing  law,  this  contemplates  a 


delay  of  two  years.  God,  I'd  hope  it  would  be  that  short! 


In  two  years  you  may  get  a  permit,  and  then  you  start  to  con¬ 


struct,  and  the  construction  period  itself  would  be  longer 


than  three  years. 


I  think  the  time  involved  in  building  a  plant  from  the  planninc 


stage  to  final  construction  has  been  termed  as  lead  time.  Am 


I  correct  in  that? 


Lead  time,  that's  what  we  call  it,  from  the  time  we  decide 


that  —  the  period  of  time  that  we  need  from  the  conclusion 
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that  we  will  need  additional  generation,  to  the  time  we  get 
it  on  the  line,  we  call  that  lead  time. 

As  far  as  you  can  best  estimate,  what  is  the  lead  time  pre¬ 
sently  in  Montana  on  a  coal-fired  generating  plant? 

I  think  the  minimum  lead  time  is  probably  eight  years,  and 
the  more  likely  lead  time  would  be  ten  years. 

If  Montana  Power  were  faced  with  a  shortage  because  of  the 
failure  of  3  and  4  to  be  approved  and  because  of  the  problems 
with  alternatives  to  3  and  4,  what,  in  your  opinion,  would 
Montana  Power  be  forced  to  do  as  far  as  its  customers  are 
concerned? 

Well,  the  first  thing,  of  course,  that  we  would  do,  would  be 
to  interrupt  the  interruptable  loads  that  we  have  —  these  are 
industrial  loads  --  where  we  have  some  contracts  that  would 
provide  for  the  interruption  of  power  to  those  loads.  After 
that,  it  would  be  pretty  much  a  legislative  or  a  regulatory 
decision,  I'm  sure.  I  don't  think  the  people  of  this  state 
want  the  Montana  Power  Company  to  have  the  authority  to 
decide  who  shall  or  shall  not  get  power,  and  I  presume,  based 
on  what  regulatory  agencies  have  done  heretofore,  that  the 
first  thing  that  would  be  done  is  that  interruptable  loads 
would  be  reduced  —  or  industrial  loads  --  I  want  to  correct 
that  not  to  read  interruptable,  but  industrial  loads  would  be 
reduced.  We  know  that  the  interruptable  loads  are  industrial 
so  the  loads  that  we  would  interrupt  under  the  contract  that 
we  have  would  be  to  industrial  customers.  The  consequence  of 
that,  of  course,  is  that  these  people  are  without  electrical 


energy.  There  is  no  way  that  they  can  continue  the  operation 
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to  their  industry  without  electrical  energy,  so  they  are  left 
with  no  choice  but  to  curtail  those  operations  or  shut  them 
down . 

You  mention " industrial . "  Would  you  explain  what  category  this 
would  embrace? 

The  contractual  industrial  loads  that  I  mentioned  in  my  testi¬ 
mony  yesterday,  I  am  sure  would  be  the  first  to  take  the  lumps 
for  power  reduction.  These  include  companies  like  three  re¬ 
fineries  down  in  the  Yellowstone  Valley  area,  and  the  one  at 
Great  Falls,  the  Hoerner  Waldorf  operations  in  Missoula,  along 
with  the  timber  mills  over  there,  particularly  the  larger  ones 
the  plywood  companies,  and  the  big  timber  operation  at  Bonner. 
They  include  Sierra  Talc  down  at  Three  Forks.  They  include 
Pfizer's  operation  down  at  Dillon,  the  Burlington-Northern  — 
Perhaps  —  I  think  perhaps  Burlington  Northern  is  not  a  con¬ 
tractual  industrial  customer.  They  include  Anaconda  Company, 
of  course.  They  include  both  cement  plants,  one  just  out  of 
here,  and  one  down  at  Three  Forks.  These  are  among  the  princi¬ 
pal  contractual  industrial  customers  that  we  have. 

In  your  opinion,  what  effect  would  the  inability  of  Montana 
Power  and  the  other  applicants  to  build  3  and  4  have,  as  far 
as  your  relationship  with  the  other  states  in  the  Northwest? 

Mr.  SHENKER:  I'll  object  to  the  question  on  the 
grounds  that  it  invades  the  province  of  the  finders  of 
fact  in  these  proceedings,  the  witness  has  not  stated  his 
qualifications  to  pass  judgment  upon  intergovernmental 
relationships  among  the  states  of  these  United  States; 
therefore,  the  answer  would  be  incompetent. 
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HEARINGS  EXAMINER:  Will  you  restate  the  question, 
please? 

In  the  event  that  the  applicants  in  this  case  were  unable  to 
proceed  with  the  building  of  3  and  4,  in  your  opinion ,* what 
effect  would  this  have  with  Montana  Power  Company's  relation¬ 
ship  with  the  power  companies  in  other  states? 

HEARINGS  EXAMINER:  Overruled. 

Obviously,  these  other  companies  who  are  associated  with  us 
in  Colstrip  3  and  4  are  as  concerned  as  we  are  about  the  de¬ 
lays  in  trying  to  obtain  a  permit  to  build  those  plants.  I 
think  that  they  are  perhaps  a  little  shocked,  surprised,  and 
certainly,  not  very  delighted  with  the  kind  of  reception  they've 
received,  which  we  talked  them  into,  and  I  assume  if  they  are 
not  able  to  build  Colstrip  3  and  4,  and  if  they  lose  a  sub¬ 
stantial  sum  of  money  because  of  not  being  able  to  get  a  per¬ 
mit,  they  aren't  going  to  want  to  have  too  much  more  to  do 
with  us,  and  whether  it's  in  Montana,  or  if  it's  in  one  of 
their  states,  they  aren't  going  to  be  too  delighted  with  the 
kind  of  association  they  have.  At  least,  that  would  be  my 
assumption. 

HEARINGS  EXAMINER:  That  would  be  his  opinion. 

MR.  SHENKER:  I  like  his  answer  better. 

HEARINGS  EXAMINER:  I  see.  Go  ahead. 

You  do  not  have  any  fear  that  they  will  keep  their  present 
commitments ,  do  you? 

I  am  sure  they  will  keep  their  present  commitments.  We've 

seen  no  indication  on  the  part  of  some  of  the  companies.  They  j 

are  concerned,  they  have  expressed  concern,  about  the  delays, 
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and  the  increased  costs  and  all  of  the  things  that  are  making 
this  more  unpalatable  to  all  of  us,  but  I  don't  think  there's 
any  question  but  what  they  will  keep  their  commitment. 

As  far  as  3  and  4  are  concerned,  these  are  on  the  drawing  I 

boards  at  present? 

Yes . 

Who  is  the  prime  contractor  and  the  prime  engineer? 

Bechtel  Corporation  of  San  Francisco  are  both  architects  and 
engineers  and  contractor  —  constructors. 

Are  there  any  specific  and  detailed  future  plans  now  which 
have  been  produced  or  are  in  the  process  of  being  produced  by 
Montana  Power  covering  future  generating  plants  .to  be  utiliz¬ 
ed  by  Montana  Power  Company? 

No,  sir.  It  is  time  that  we  start  planning  this,  but  I  don't 
know  how  we  can  plan  for  1984  or  1983  when  we  don't  know  what ' i 
going  to  happen  in  1979. 

Then,  as  far  as  the  possibility  of  Colstrip,  5,  6,  7,  and  so 
forth,  there  have  been  no  plans  developed  or  in  the  offing? 
Absolutely. 

MR.  SHENKER:  Just  a  moment,  please.  I  would  object 
to  the  question  because  Mr.  Bellingham's  first  question 
to  Mr.  O'Connor  was  whether  there  are  any  specific  and 
detailed  future  plans,  and  this  question  now  draws  a 
conclusion  from  the  answer  previously  given  to  the  last 
question.  It  now  takes  from  the  specific  and  detailed 
into  the  broad  generality  of  no  plans,  and  Mr.  Belling¬ 
ham's  conclusion;  therefore,  that  question  is  leading  and 
improper  as  a  conclusion  from  the  previous  answer. 
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MR.  BELLINGHAM:  I'm  not  concerned  about  the  pre¬ 
vious  answer.  I  think  the  question  stands  by  itself. 

HEARINGS  EXAMINER:  The  first  question  was  whether 
there  were  any  specific  and  detailed  plans  for  future 
generation,  and  this  question  is  whether  there  are  any 
plans,  whether  specific  and  detailed,  or  not.  Is  that 
correct? 

MR.  BELLINGHAM:  I  think  perhaps  it's  directed  to¬ 
ward  a  reiteration  of  the  previous  question.  I  placed  it 
in  the  context  of  a  possible  Colstrip  5,  6  and  7. 

HEARINGS  EXAMINER:  I'll  sustain  your  objection, 
and  you  ask  another  question,  Mr.  Bellingham. 

Are  there  any  specific  and  detailed  plans  now  in  the  offing 
by  Montana  Power  to  build  any  future  generating  plants  at  Col¬ 
strip  which  might  be  denominated  as  Colstrip  5,  6  or  7? 

No,  sir,  there  are  none. 

Were  there  any  power  shortages  in  Montana  in  the  Montana  Power 
consumer  area  last  winter? 

There  were,  indeed. 

Where  were  they? 

Well,  we  had  a  fire  in  the  Ryan  Generating  Plant  at  Great  Falls, 
which  put  that  plant  out  of  service  totally  for  a  considerable 
time,  and  partially  for  a  much  longer  period  of  time,  and  al¬ 
most  concurrently  with  that,  we  lost  one  of  the  units  at  Kerr,  I 
one  of  the  60-megawatt  units.  The  combination  of  these  two 
put  us  in  a  situation  where  if  we  could  not  have  called  on  our 
neighbors  under  the  contractual  arrangements  which  we  have 
with  them  for  reserve  power  and  power  that  is  provided  to  us 


i?  t  .1  y*»,v 


under  the  forced  outage  arrangement,  we  would  have  needed  to 
interrupt  a  considerable  amount  of  our  load. 

When  you  say  "neighbors,"  to  whom  are  you  referring? 

Well,  I'm  referring  to  the  Pacific  Northwest,  and  that  is 
where  we  got  our  power. 

You're  referring  specifically  to  the  power  companies  in  the 
Pacific  Northwest? 

The  power  companies  that  are  in  the  Pacific  Northwest,  includ¬ 
ing  the  partners  that  we  have  here,  but  not  limited  to  that. 

You  gave  the  reasons  for  the  shortage? 

Yes,  sir.  We  had  two  large  generating  units  that  just  went 
out  of  operation. 

Insofar  as  the  shortages  were  concerned,  you  were  able  to 
handle  the  matter? 

Yes,  sir.  We  had  to  put  some  of  our  people  on  notice  that 
there  might  be  a  reduction  in  the  amount  of  power  we  were 
able  to  deliver  to  them,  but  our  neighbors  came  through  under 
the  terms  of  the  arrangements  that  we  had,  and  we  did  not  have 
to  interrupt  any  of  those  customers  and  we  were  able  to  provid< 
our  loads  because  of  the  arrangement  we  had. 

I  think  you  previously  testified  as  to  what  was  meant  by 
lead  time.  Would  you  be  more  specific  in  developing  the 
various  matters  that  have  to  be  handled  by  a  power  company  in 
building  a  power  plant? 

Well,  of  course,  the  first  thing  that  must  be  determined  is 
the  need  and  necessity  and  at  what  time  that  need  and  necessi¬ 
ty  develop.  Once  that  is  determined,  a  look  must  be  taken, 

generally,  at  where  this  load  is  going  to  be,  because  if  all 
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of  the  load  develops  in  part  of  a  system  as  large  as  ours, 
conceivably  this  might  have  some  effect  on  where  you  might 
wish  to  put  your  generation,  so  you  give  some  attention  to 
where  the  loads  are  developing  because  of  the  transmission 
system  that's  involved.  Then  you  start  doing  the  engineering, 
the  planning,  in  that  regard,  as  to  where  this  plant  ought  to 
be,  what  the  size  of  the  plant  ought  to  be,  and  what  the 
transmission  system  would  need  to  be  to  accommodate  your  needs 
After  that  is  done  and  a  site  is  selected,  some  arrangements 
have  to  be  made  to  try  to  procure  that  site  before  it  becomes 
public  knowledge  that  you  want  a  particular  site  for  that 
power.  After  that,  the  price  gets  a  little  high,  so  you  try 
to  procure  the  site,  first,  at  least,  get  options  on  it. 
Following  that,  under  Montana  law,  we  would  need  to  file  with 
the  Department  of  Natural  Resources  and  Conservation  an  appli¬ 
cation  to  construct  a  power  plant  at  that  site,  of  that  size. 
This  would  contemplate  at  least  a  two-year  delay,  after  which. 


>r 


perhaps  during  which,  if  you  wanted  to  gamble,  you  might 


wish  to  place  some  orders  for  turbine  generators,  for  boilers, 
for  other  pieces  of  equipment  on  which  there  are  long  drawn- 
out  delivery  schedules.  I  think  we  won't  take  that  kind  of 
chance  any  further,  we'll  wait  until  after  the  permits  are 
granted,  and  then  we  will  order  our  turbines,  order  our  boiler: 
the  lead  time  and  delivery  time  of  these  are  a  long  way  off, 
and  then  you  have  the  problem  of  construction,  so  I  believe 
that  eight  to  ten  years  is  a  reasonable  figure  and  probably 
an  optimum  figure,  to  place  on  lead  time. 

Has  this  lead  time  gone  up  in  recent  years? 
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It  has  gone  up  very  substantially.  There  was  a  time  when  we 
believed  you  could  put  a  thermo-generating  plant  on  the  line 
and  get  it  in  four  to  five  years  from  the  time  we  started  to 
engineer  it. 

What  do  you  mean  by  thermo-generating? 

Well,  using  steam  as  the  power  source. 

Is  Colstrip  1,  2,  3  and  4  what  you  designate  as  thermo¬ 
generating? 

Yes  ,  it  is . 

What  are  some  of  the  reasons  for  lead  time  going  up  in  recent 
years? 

Well,  there  are  a  number.  Most  conspicuous,  of  course,  is 
the  siting.  This  is  a  guaranteed,  built-in  delay.  One  of  the 
others  is  the  fact  that  there  are  not  many  manufacturing  com¬ 
panies  in  the  United  States  who  manufacture  either  turbines 
or  who  manufacture  generators  or  boilers.  There  is  a  great 
deal  of  electrical  generation  being  constructed.  These  people 
are  loaded  heavily  with  orders,  and  if  you  went  today  to  some¬ 
one  to  try  to  order  a  boiler  or  to  order  a  turbine  generator, 
in  all  probability  they'd  tell  you  that  before  it  could  be 
engineered  and  the  materials  procured,  to  have  the  boiler  de¬ 
livered  would  probably  take  about  four  years,  so  that  deliver¬ 
ies  of  the  things  that  you  need  in  a  power  plant  are  slow,  at 
best.  At  the  time  there  was  not  a  great  deal  of  construction 
in  this  field  and  at  a  time  when  there  were  more  manufacturers 
than  are  presently  in  this  business,  it  wasn't  that  difficult, 
but  delivery  of  equipment  with  which  to  build  this  is  more 
critical.  We  have  added  to  power  plants  a  number  of  things 
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that  were  not  previously  contemplated  --  scrubbers  are  the 
best  example,  an  almost  new  technology,  in  which  there  are  not 
many  manufacturers,  and  deliveries  in  this  regard  are  slow. 
Technology  has  changed  over  the  years? 

Very,  very  much. 

This  increases  the  time  delay,  does  it? 

The  technology  has  changed  to  the  place  that  just  the  equip¬ 
ment  used  to  treat  stack  gases  now  costs  more  than  we  used  to 
spend  on  a  generating  plant,  so  that  we  are  now,  in  effect, 
building  far  more  equipment,  a  far  larger  plant,  perhaps  al¬ 
most  a  duplicate  plant,  for  a  purpose  other  than  to  generate 
electricity,  and  so  it  just  obviously  takes  longer. 

In  your  opinion,  what  is  the  future  as  far  as  the  power  needs 
of  the  State  of  Montana  insofar  as  increase  is  concerned? 

MR.  SHENKER:  I ‘11  object  to  the  question  on  the 
grounds  the  witness  is  unqualified  to  answer  the  question 
No  foundation  has  been  laid  for  that.  The  question  is 
vague  and  ambiguous  as  to  the  dimensions  of  the  future 
and  as  to  the  State  of  Montana,  whether  it  refers  to  the 
service  area  of  the  Montana  Power  Company  or  to  others, 
and  as  to  the  basis  on  which  the  witness  could  possibly 
give  such  an  answer. 

MR.  GRAYBILL:  We'd  like  to  join  in  the  objection. 

MR.  BELLINGHAM:  As  President  of  the  power  company 
for  a  number  of  years,  employed  by  the  company  for  a 
number  of  years,  I  think  this  certainly  qualifies  him  as 
an  expert  to  answer  questions  ih  this  regard. 

HEARINGS  EXAMINER:  I  don't  think  we're  under  those 
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technical  rules  of  evidence  here,  but  I  want  you  to  limit 
the  question  a  little  more,  that  is,  not  these  broad, 
general  forms.  Referring  to  the  state  makes  it  pretty 
expansive.  I'll  sustain  the  objection.  Rephrase  it. 

Do  you  have  an  opinion  as  to  the  possible  increase  in  power 
needs  by  the  people  of  the  State  of  Montana  for  a  period  of 
approximately  the  next  ten  years?  Answer  yes  or  no. 

Yes,  sir. 

And  what  is  your  opinion? 

MR.  SHENKER:  I  would  object  on  the  same  grounds 
as  previously  stated  with  the  exception  of  the  direction 
of  the  ten-year  period,  which  solved  that  part  of  the 
problem  to  which  I  addressed  myself;  otherwise,  the  ob¬ 
jection  still  stands. 

HEARINGS  EXAMINER:  Overruled.  You  may  answer. 

Yes,  the  law  requires  us  to  have  an  opinion,  but  — 

MR.  SHENKER:  I'll  move  that  that  portion  of  the 
witness's  answer  be  stricken  and  the  witness  be  admonish¬ 
ed  not  to  tell  us  what  the  law  is,  in  these  proceedings. 

HEARINGS  EXAMINER:  It  will  be  stricken  and  he  can 
give  his  opinion. 

On  our  system,  one  of  our  principal  responsibilities  is  to 
follow  load  growth,  because  electricity  is  not  a  commodity  tha 
you  can  store  in  the  warehouse  or  have  on  the  shelf  and  when 
a  customer  comes  in  you  have  it,  or  go  out  on  a  handcart  and 
deliver  it.  It  is  something  that  you  must  anticipate  and 
plan  in  advance  and  have  available  as  many  as  ten  years  away, 
so  you  must  anticipate.  One  of  the  principal  responsibilities 
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of  an  officer  of  a  power  company  is  to  do  just  that,  and  for 


that  reason,  I  do  have  an  opinion,  one  that  is  predicated  on 
the  history  of  sixty  years  of  operation  of  a  power  company 
and  one  that  is  predicated  on  economic  conditions  that  we  read] 
on  a  regular  basis  inside  our  service  area.  We  have  a  lot  of 
things  happening  to  indicate  to  me  that  we ' re  going  to  have 
load  growths  even  greater  than  are  projected  by  the  curves  of 
the  past.  One  of  those  things,  for  example,  is  the  varied 
thrust  of  this  hearing,  environmental  considerations.  I  know 
of  no  system,  no  sewer  system  in  the  State  of  Montana  except 
the  one  at  Big  Sky  that  has  tertiary  sewage  treatment  facili¬ 
ties.  I  understand  that  the  objective  of  this  state  is  to 
have  this  kind  of  sewage  treatment  on  all  sewer  systems,  ul¬ 
timately.  I  know  the  city  of  Billings,  for  example,  is  planning 
that  sort  of  thing,  and  we  have  had  inquiries  from  them  about 
the  quantities  of  power  that  they  will  need,  and  they  are  very 
substantial.  We  have  gone  through  the  negotiations  with  the 
Anaconda  Company  where  they  have  decided  in  the  interests  of 
changing  their  smelting  process  and  to  try  to  clean  up  the 
environment,  to  go  to  an  electric  furnace.  An  electric  furnac< 
contemplates  the  use  of  forty  megawatts  of  power  on  a  regular 
basis.  This  is  more  load  growth  than  the  Anaconda  Company 
would  normally  have  in  ten  years  --  one  year  —  an  electric 
furnace  that  is  under  construction.  These  are  additions  to 
the  kind  of  growth  that  we  see  as  a  regular  thing,  and  the 
customer  load  growth  on  our  system  for  the  last  three  years 
has  been  higher  than  it  has  ever  been  in  any  previous  three- 


year  period  in  history.  These  are  just  new  customers.  I 
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think  there  is  no  question  with  gas  going  up  the  way  that  it 
is,  or  its  unobtainability  as  a  fuel  at  all,  and  other  petro¬ 
leum  products,  that  many  people  are  going  to  turn,  and  are 
turning,  to  electric  heat  and  utilization  of  electricity  in 
place  of  petroleum  products.  All  these  things  indicate  to  me, 
in  my  opinion,  which  I  was  asked,  are  going  to  lead  to  sub¬ 
stantial  growths  in  our  electrical  requirements. 

You  mentioned  sewage  systems.  You  mentioned  cleaning  up  the 
air , promotion  involving  environmental  consideration,  and 
homes.  I'd  like  to  take  you  back  to  the  environmental  situa¬ 
tion  again.  What  about  Hoerner  Waldorf?  Do  you  have  any 
knowledge  regarding  them? 

Hoerner  Waldorf  is  the  second  biggest  user  of  natural  gas 
that  we  have  on  our  system.  It  must  be  obvious  to  everyone, 
and  certainly,  it  is  to  Hoerner  Waldorf  that  there  is  not  go¬ 
ing  to  be  an  inexhaustible  supply  of  natural  gas  on  into  the 
future,  so  Hoerner  Waldorf  has  talked  to  us  about  alternate 
sources  of  energy,  and  one  of  those  alternate  sources,  and 
one  that  must  be  considered,  of  course,  is  electricity  in 
place  of  natural  gas. 

MR.  SHENKER:  Excuse  me.  I  will  ask  that  that  por¬ 
tion  of  the  witness's  answer  referring  to  what  is  obvious 
as  to  Hoerner  Waldorf  be  stricken.  I  have  not  been  ob¬ 
jecting  regularly,  to  all  the  kinds  of  hearsay  that 
have  been  coming  in  as  a  result  of  the  relaxed  rules  of 
evidence,  but  if  anything  is  obvious  to  Hoerner  Waldorf, 
we'd  like  to  hear  it  with  their  mouths  so  we  can  cross- 
examine  them. 
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Might  I  suggest  that  whether  it  is  obvious  to  Hoerner  Waldorf 
or  not,  it  is  to  us,  and  we'll  cut  them  off. 

HEARINGS  EXAMINER:  I  think  probably  the  objection 
is  well  taken,  and  what  is  directly  to  the  point,  should 
probably  be  confined  to  testifying  as  to  what  you  know 
as  President  of  the  Montana  Power  Company  and  have 
Hoerner  Waldorf  testify  as  to  what  is  obvious  to  them, 
so  I  think  your  objection  will  be  sustained  as  to  strik¬ 
ing  the  portion  as  to  what  is  obvious. 

Well,  what  is  obvious  to  you,  relative  to  Hoerner  Waldorf? 

I  think  it's  obvious  to  Montana  Power  Company  that  we're  not 
going  to  renew  their  gas  contract. 

Does  this  mean  that  they're  going  to  have  to  search  for 
alternate  sources? 

Yes,  sir. 

I  think  you  testified  very  briefly  on  homes  and  the  use  of 
power.  Are  you  talking  about  older  homes,  or  are  you  talking 
about  newer  homes? 

Well,  certainly  in  newer  homes,  we  are  having  a  good  many,  in 
the  last  year  or  two,  coming  onto  our  system,  who  are  using 
electrical  heat.  This  is  unusual,  but  in  rural  areas,  par¬ 
ticularly,  we  find  that  people  are  going  to  electric  heat. 

The  rural  electric  cooperatives,  to  whom  we  furnish  power  on 
a  wholesale  basis,  advise  us  that  almost  all  of  the  new  homes 
on  their  systems  are  going  to  electric  heat.  The  uncertainty 
about  the  price  of  petroleum  products  and  the  unavailability 
of  it,  in  some  instances,  is  the  reason  behind  this.  We  are 
seeing  more  electric  heat  on  our  system  than  we  have  ever  seen J 
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There  were  good  reasons.  We  didn't  have  very  much  electric 
heat  prior  to  this,  but  those  reasons  are  changing.  They 
are  changing  very  dramatically,  and  we  are  seeing  lots  of 
electric  heat  in  our  system,  and  we  expect  to  see  more. 

Do  you  have  an  opinion  as  to  homes  which  are  now,  perhaps, 
utilizing  oil  or  gas,  as  far  as  future  use  is  concerned? 

There  has  been  some  conversion  on  our  system,  where  homes 
were  using  propane.  It  is  reasonable  to  assume  that  if 
petroleum  products  become  very  much  higher,  or  very  much  more 
difficult  to  get,  or  natural  gas  becomes  very  much  higher  or 
very  much  more  difficult  to  get,  then  a  number  of  homes  that 
are  presently  heated  with  those  two  energy  sources ,  might 
change  to  electricity.  It  is  not  a  difficult  job,  in  some 
instances,  to  convert  to  electrical  heat,  and  I'm  sure  that 
we're  going  to  see  a  good  deal  of  this.  We  have  not  encourag¬ 
ed  it,  we  have  not  advertised  it,  and  as  a  matter  of  fact,  we 
have  discouraged  it  through  all  the  years  of  the  past,  but  we 
must  quit  that.  Certainly,  we  look  for  a  considerable  in¬ 
crease  in  electric  heat. 

I  don't  think  you've  touched  upon  the  future  of  agricultural 
land  insofar  as  power  requirements  are  concerned,  have  you? 

No,  sir. 

Do  you  have  an  opinion  relative  to  that? 

Based  on  what  we  have  seen  in  the  last  couple  of  years,  we 
anticipate  substantial  increases  in  demand  in  the  agricultural 
economy . 

Why? 


Well,  we  have  feed  lots  that  are  springing  up  and  have  sprung 

-267- 


. 


i 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


up,  that  are  large  users  of  electricity  in  some  cases,  but 
more  important  than  that,  the  call  on  American  agriculture, 
including  Montana  agriculture,  to  feed  the  world,  is  making 
people  look  closely  at  production,  and  production  has  in¬ 
creased  in  most  places  in  Montana,  by  irrigation.  We  have  a 
problem  in  some  parts  of  our  state  as  to  the  types  of  irriga¬ 
tion  we  have  utilized  in  the  past.  When  there  was  an  abundancp 
of  water  and  we  used  it  rather  promiscuously,  as  a  consequence 
of  that,  we  have  had  some  seepage,  and  we  have  had  saline 
seep  beginning  to  develop,  which  is  a  matter  of  real  concern 
in  this  state;  many,  people,  in  order  to  avoid  those  conse¬ 
quences,  are  going  to  sprinkler  irrigation.  On  our  system, 
we  have  more  sprinkler  irrigation  added  to  our  load  than  in 
any  five-year  period  prior  to  this.  We  expect  there  will  be 
more  in  each  year,  as  the  technology  and  the  capabilities  and 
the  mechanical  changes  take  place  in  that  sort  of  system,  and 
we  expect  that  more  people  will  be  utilizing  it.  It  makes 
better  use  of  water,  it  makes  the  land  more  productive,  and 
we  expect  to  see  the  agricultural  economy  much,  much  larger 
as  a  user  of  electrical  energy. 

Q  Do  you  have  an  opinion  as  to  new  industry  in  the  state? 

A  Well,  I  have  a  personal  opinion,  if  no  one  has  any  objection 

to  hearing  it.  I  feel  we  are  certain  to  have  considerable  new 
industry  in  Montana,  because  we  have  had  inquiries  from  people 
who  indicated  a  desire  and  wish  to  come  to  Montana  and  to  in¬ 
dulge  in  industrial  development.  We  are  a  natural  resource 
state,  a  relatively  undeveloped  natural  resource  state.  Here¬ 
tofore,  we  have  pretty  largely  produced  what  natural  resources 


-268- 


we  have  and  shifted  them  somewhere  else  for  manufacturing 
and  processing.  It  is  my  opinion  that  we  will  see  that  changel 
We  are  seeing  a  change.  A  great  irtany  of  the  wood  products 
that  are  now  processed  in  Montana  were  not  available  just  a 
few  years  ago.  We  are  going  to  make  better  use  of  many  of  the 
wood  resources  that  we  have  and  timber  that  previously  lay 
on  the  ground  and  rotted  is  now  being  picked  up  and  processed 
into  pulp  and  paper  and  wood  products,  and  we  think  there 
will  be  a  continuation  of  that  and  probably  an  acceleration 
of  this  process.  I  don't  visualize  this  state  as  ever  being 
a  heavy  industry  state.  We're  too  far  from  the  markets  and  thi 
transportation  problem  is  a  serious  one,  but  certainly,  there 
are  good  reasons  to  believe  that  we  could  have  a  considerable 
light  industry.  We  have  been  involved  with  one  company,  one 
of  America's  major  manufacturers  in  the  last  couple  of  years, 
who  has  studied  Montana  with  the  idea  of  putting  in  a  large 
electronic  manufacturing  plant. 

You  mentioned  heavy  industry  and  light  industry.  Which  is 
distinct,  in  your  opinion,  between  the  two? 

Well,  Montana  has  a  considerable,  very  lbw-grade  iron  ore  de¬ 
posit.  Conceivably,  at  some  point,  that  iron  ore  deposit, 
will  be  produced.  It  is  my  opinion  that  if  it  is,  it  will 
be  pelletized,  very  much  as  it  is  in  the  Mesabi  Range  in 
Minnesota,  and  it  will  be  shipped  in  that  form  to  the  steel 
centers  of  the  United  States.  I  don't  think  we've  going  to 
have  any  steel  plants  here.  I  think  that  we're  too  far  from 
the  steel  markets.  I  believe  the  transportation  would  be  an 
inhibiting  figure.  I  don't  think  we're  going  to  have  any  grea 
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automobile  manufacturing  plants  in  Montana,  any  steel  manu¬ 
facturing  plants,  things  of  this  nature,  but  I  do  believe  we 
are  going  to  process  some  of  our  raw  products,  particularly 
wood  products,  and  I  believe  that  we're  going  to  have  light 
manufacturing  and  people  who  are  looking  for  a  good  environ¬ 
ment  in  which  to  put  a  small  manufacturing  plant  are  going  to 
be  attracted  here.  We  have  inquiries  from  these  people  regu¬ 
larly  in  our  business. 

From  your  own  knowledge,  has  Montana  Power  received  inquiries 
within  the  past  year  relative  to  the  possibility  of  obtaining 
information  as  to  new  expansion  of  industry? 

Just  recently  we  had  an  inquiry  from  Ethyl  Corporation  to 
see  whether  or  not  they  could  write  a  contract  with  us  for 
upwards  of  50-megawatts  of  power.  We  had  an  inquiry  from 
Stauffer  Chemical  Company  trying  to  see  if  we  would  write  a 
firm  contract  with  them  for  between  75  and  100  megawatts  of 
firm  power.  Stauffer  is  presently  an  industrial  concern  in 
Montana.  They  cannot  get  any  more  power  from  Bonneville  Power 
Administration,  who  is  their  present  supplier,  and  they  wanted 
to  buy  power  from  us.  We  were  not  able  to  make  either  one  of 
these  commitments  and  will  not  be  able  to  until  we  know  more 
about  our  longe-range  future  generating  capabilities. 

Are  you  familiar  with  the  Anaconda  Copper  Company's  situation 
as  far  as  their  entrenchment  is  concerned? 

Well,  we've  had  some  exposure  to  it.  We've  visited  with  Ana¬ 
conda  some  about  the  layoffs  and  the  retrenchment  that  is 
taking  place  now  in  Anaconda  and  in  Butte. 

What  is  the  present  status? 
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Well,  Anaconda  has  indicated  to  us  that  they  are  going  to  — 

MR.  SHENKER:  Just  a  moment,  please.  Anaconda  is 
the  largest  present  consumer  of  power  from  this  company. 
If  they  want  to  testify  in  this  proceeding,  we'd  be  happy 
to  hear  what  they  have  to  say  in  cross-examining  them. 

I  don't  want  this  witness  telling  us  what  Anaconda  says. 

I  object,  therefore,  to  that  portion  of  the  answer. 

MR.  BELLINGHAM:  This  is  a  situation  where  they  got 
together  with  Anaconda  and  discussed  mutually  the  situa¬ 
tion  insofar  as  it  concerns  the  loads  and  resources  of 
Montana  Power  Company,  and  certainly,  as  such,  it's  not 
subject  to  an  objection  relative  to  hearsay. 

HEARINGS  EXAMINER:  I'm  going  to  permit  him  to  testi 
fy  as  to  what  he  knows  in  his  capacity  as  past  president 
and  chairman  of  the  board  of  Montana  Power  as  to  what 
Anaconda  knows  and  what  you  know  as  far  as  what's  come  to 
your  attention  as  to  requests  for  power  and  the  problem 
as  to  the  energy  need.  Mr.  Graybill,  do  you  want  to  add 
to  that? 

MR.  GRAYBILL:  No.  I  think  it’s  asking  for  a  form 
of  hearsay.  I  realize  the  rules  have  been  relaxed,  and 
you  can  see  the  danger  of  letting  him  tell  us  what  Ana¬ 
conda  thinks,  when  Anaconda  won't  tell  us.  I  think  it's 
a  very  dangerous  thing  and  we've  got  to  be  able  to  limit 
him  to  whatever  he  knows  of  his  own  knowledge. 

HEARINGS  EXAMINER:  His  capacity  as  the  applicant 
here  — 

MR.  BELLINGHAM:  This  is  all  we're  attempting  to 


-271- 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 

26 

27 

28 


get  out  of  him,  his  own  personal  knowledge. 

MR.  GRAYBILL:  I'd  like  him  to  be  asked  another 
question.  I  think  that  last  question  is  well  behind  now 
and  I  don't  want  him  to  expand.  I  want  him  to  be  asked 
a  specific  question  so  I  can  object.  Your  Honor. 

HEARINGS  EXAMINER:  Well,  let's  repeat  that  ques¬ 
tion.  What  was  the  question? 

What  do  you  know  of  your  own  personal  knowledge  relative  to 
the  Anaconda  Company's  retrenchment  situation? 

HEARINGS:  EXAMINER:  The  objection  is  overruled. 

He  may  answer  as  to  what  he  knows  of  his  own  personal 
knowledge. 

I  know  that  we  have  a  contract  with  Anaconda  Company  which 
provides  for  their  giving  us  formal  notice  if  they  want  to 
change  their  power  needs.  We  do  not  have  any  formal  notice 
from  Anaconda  that  they  want  to  reduce  the  amount  of  power 
that  they  buy  under  that  contract,  which  has  both  a  maximum 
and  a  minimum  requirement,  so  we  have  had  no  formal  notice 
from  Anaconda  Company  that  they  want  to  reduce  or  increase 
their  power  requirements  under  the  general  power  agreement. 

We  have  had  some  discussions  in  which  Anaconda  Company  has 
indicated  to  us  that  they  are  studying  this  matter  and  could 
conceivably  see  their  load  dropping,  but  probably  not  less 
than  the  minimum  under  the  general  power  agreement  in  any 
event,  but  probably  somewhere  in  the  neighborhood  of  twenty 
or  twenty- five  megawatts. 

Do  you  have  an  opinion  why  you  feel  that  the  building  of  Col- 
strip  3  and  4  units  would  benefit  the  State  of  Montana? 
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A  Yes,  I  have  an  opinion. 

And  what  is  your  opinion? 

Well,  let  me  turn  to  the  social  first.  That  is  the  way  in 
which  your  question  was  asked.  I  think  that  one  of  the  real 
responsibilities  that  all  of  us  who  have  lived  in  this  state 
all  of  our  lives  and  particularly  those  of  us  who  have  in 
the  past  or  those  who  now  are  involved  in  government  are  con¬ 
cerned  about  is  the  fact  that  for  years  Montana  has  been 
pretty  much  of  an  exporter  of  young  people.  We  feel  a  strong 
social  responsibility  to  give  these  people  an  education,  but 
we  have  apparently  not  felt  the  same  strong  social  responsi¬ 
bility  to  provide  them  with  a  job  in  which  they  .could  employ 
that  education.  I  think  that  Colstrip  3  and  4  will  provide 
some  of  those  opportunities  and  in  a  social  sense  make  it 
possible  for  a  person  to  live  in  this  state  in  the  environ¬ 
ment  in  which  he  wishes  to  live,  let  him  continue  to  make 
this  his  home  and  provide  him  with  an  opportunity,  not  just 
alone  working  in  Colstrip  for  Colstrip  3  and  4,  but  in  all  of 
the  other  opportunities  that  will  be  provided  because  there 
is  power  from  Colstrip  3  and  4  to  make  jobs  in  other  indus¬ 
tries  and  in  other  places  of  business.  I  think  it's  important 
for  us  to  have  it  from  that  reason.  From  an  economic  stand¬ 
point,  no  one  can  question  the  economic  value  of  Colstrip  3 
and  4.  To  begin  with,  it  will  generate  something  like 
twenty  million  dollars  --  in  excess  of  twenty  million  dollars  4- 
of  taxes  per  year  for  the  various  political  subdivisions  and 
for  this  state.  Twenty  million  dollars  of  taxes  is  not  a 
small  amount  of  income  with  which  to  support  our  educational 
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systems.  Some  of  the  counsel  at  this  hearing  are  members  of 
the  Legislature  and  well  acquainted  with  the  demands  made 
upon  this  state,  year  in  and  year  out,  for  social  services, 
and  that  requires  economic  growth  and  tax  paying,  and  Colstrip 
3  and  4  can  serve  both  purposes. 

Insofar  as  the  tax  situation  is  concerned,  you  feel  that  it 
will  broaden  the  tax  base  in  this  state? 

There's  no  question  but  what  it  will  broaden  the  tax  base  in 
this  state.  If  anybody  spends  close  to  a  billion  dollars  on 
a  plant,  those  are  dollars  that  are  going  to  be  enrolled  in 
the  taxable  property  of  this  state,  and  it  is  going  to  greatly 
expand  the  ad  valorem  tax  base  of  this  state.  I-  think  that 
it  is  estimated  presently  —  and  this,  again,  is  a  moving  tar¬ 
get  because  of  the  cost  of  the  project  —  but  I  think  our 
present  estimates  are  that  it  will  add  about  six  million 
dollars  to  those  several  counties  through  which  the  transmission 
lines  would  move,  and  I  believe  that  the  additional  taxes  to 
Rosebud  County,  based  on  present  levies,  are  in  the  neighbor¬ 
hood  of  eight  or  nine  million  dollars  per  year,  and  that  the 
additional  taxes  to  the  State  of  Montana,  and  this,  of  course, 
includes  coal  taxes,  would  be  in  excess  of  ten  million  dollars 
per  year,  probably  more  like  twelve  million  dollars  per  year. 
These  all  add  up  to  very  substantial  tax  improvements. 

As  far  as  these  taxes  are  concerned,  percentage-wise,  what 
share  would  the  Montana  Power  undertake  to  pay? 

The  Montana  Power  Company,  on  ad  valorem  taxes,  would  pay 
about  30%;  as  a  matter  of  fact,  all  of  the  taxes  that  I  have 

mentioned  with  the  possible  exception  of  income  tax.  Montana 
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1  Power  Company  will  pay  approximately  30%.  Seventy  percent 

2  of  these  taxes  would  come  from  people  who  are  living  outside 

3  of  Montana  Power  Company's  service  area 

4  Q  Why  do  you  say  that? 

5  A  Because  they  own  70%  of  the  property  and  they  will  pay  70% 

6  I  of  the  coal  tax. 

7  I  Q  in  other  words,  you're  referring  to  the  other  applicants  in 

8  I  this  case? 
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Yes. 

I'd  like  next  to  take  up  briefly  the  subject  of  advertising 
conducted  by  Montana  Power  Company  in  the  past.  Are  you 
familiar  with  the  term,  promotional  advertising? 

I'm  familiar  with  that  usage,  yes,  sir. 

And  what  is  your  understanding? 

My  idea  and  understanding  of  promotional  advertising  is  ad¬ 
vertising  which  is  designed  to  increase  load,  to  sell  a  pro¬ 
duct,  either  our  own  product  or  someone  else's. 

Some  years  ago,  did  Montana  Power  engage  in  this  type  of  pro¬ 
motional  advertising? 

Yes,  sir. 

Would  you  explain  briefly  a  typical  example  of  promotional 
advertising  of  Montana  Power  as  utilized  in  the  past? 

Well,  many  times  in  the  past  we  have  picked  particular  seasons 
of  the  year.  Let  us,  for  example,  think  of  the  summer  season. 

HEARINGS  EXAMINER:  Let's  take  a  ten-minute  recess. 


26  I (BRIEF  RECESS) 
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HEARINGS  EXAMINER:  Let's  proceed. 

MR.  BELLINGHAM:  Will  you  please  read  the  last 
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Do  you  understand  the  question,  sir? 

Yes.  We  would,  for  example,  take  a  particular  season  of  the 
year,  for  example,  a  hot  summer  season,  and  while  we  do  not 
sell  appliances,  we  would  start  an  advertising  campaign  pro¬ 
moting  air  conditioning,  suggesting  to  people  that  they  go 
to  their  appliance  dealer  and  make  inquiries  about  air  condi¬ 
tioning.  On  some  occasions,  we  would  give  a  premium,  a  cash 
refund,  to  someone  who  purchased  an  appliance,  not  from  us, 
because  we  don't  sell  them,  but  if  some  one  had  bought  a  deep¬ 
freeze,  we  would  pay  $25.00  in  cash  on  that  deep-freeze, 
either  to  the  dealer  or  to  the  person  who  bought  it.  We 
consider  that  to  be  promotional  advertising,  generally  geared 
to  the  particular  season  when  an  appliance  might  be  in  demand, 
or  when  the  loads  justified  that  kind  of  promotion.  We  never 
did  advertise  electric  heat,  to  my  knowledge. 

Was  this  type  of  promotional  advertising  terminated  within 
the  last  few  years? 

Yes,  sir. 

I'm  referring  now,  of  course,  to  Montana  Power's  termination? 
Yes . 

When  was  this  type  of  advertising  terminated? 

In  the  fall  of  1972. 

What  was  the  reason  for  that? 

The  power  supply  situation  was  one  of  the  reasons.  We  were 
coming  into  a  short  water  season,  not  in  our  system  alone,  and 
maybe  on  our  system  not  quite  as  much  as  in  the  Pacific 
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Northwest  generally.  We  were  not  anxious  to  see  loads  build 
very  rapidly  because  we  were  concerned  about  the  ability  to 
handle  the  loads.  At  the  same  time,  there  was  beginning  to 
generate  in  the  country  a  very  strong  conservation  effort  and 
we  were  attempting  to  cooperate  in  that  regard. 

For  what  purpose  does  the  company  utilize  promotional  adver¬ 
tising? 

Largely,  to  try  to  build  the  load.  Actually,  as  I  mentioned, 
it  is  not  for  the  sale  of  an  appliance  or  piece  of  equipment 
or  anything  of  that  nature.  It  is  to  try  to  encourage  the 
development  of  load.  Our  principal  thrust  in  promotional  ad¬ 
vertising  was  in  those  areas  when  we  were  trying  to  sell  off- 
peak  power.  That  is  the  reason,  as  I  mentioned,  that  we 
didn't  do  any  electric  heat  advertising.  We  have  a  winter 
peak,  and  that  is  when  our  system  and  our  generating  capabili¬ 
ties  and  resources  are  taxed  the  heaviest,  so  we  didn't  want 
to  add  considerably  to  that  peak,  so  the  promotional  emphasis 
on  our  system  was  in  what  we  called  off-peak  seasons,  par¬ 
ticularly  air  conditioning  in  the  summer,  deep  freezes,  things 
of  this  nature  that  used  most  of  the  power  when  the  peaks 
weren't  on. 

I  think  it's  been  termed  as  one  of  the  possibilities  and  hopes 
that  promotional  advertising  will  help  level  off  peaks  and 
valleys,  in  the  demand,  is  that  correct? 

Certainly,  that  is  our  hope.  That  is  one  of  the  reasons  -- 
the  ideal  power  situation  from  the  standpoint  of  a  supplier 
is  someone  who  had  a  completely  flat  load,  didn't  have  any 
peaks  or  valleys,  but  this  is  virtually  an  impossibility. 
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To  whatever  extent  you  can  develop  that  kind  of  a  load,  it 

\ 

is  advantageous.  We,  for  example,  have  much  lower  loads  in 
the  summer  than  we  do  in  the  winter,  and  it  probably  would  be 
in  the  best  interests  of  our  customers,  rate-wise  and  every¬ 
thing  else,  if  we  could  add  some  summer-time  loads  so  we  got 
the  same  utilization  out  of  those  facilities  in  the  summer¬ 
time  as  we  get  in  the  winter. 

I  think  you  stated  that  Montana  Power  ceased  promotional  ad¬ 
vertising  some  time  in  the  late  months  of  1972,  is  that 
correct? 


Yes,  sir. 

What  type  of  advertising  have  you  conducted  since  then? 

Largely  our  advertising  since  then  has  been  offering  services 
of  people  to  customers,  in  trying  to  design  their  wiring  in 
a  home,  for  example,  so  that  it  is  more  efficient  and  more 
safe.  I  think  we  had  one  brochure  where  there  was  limited 
distribution,  where  some  people  in  the  organization  itself 
had  said  this  comes  close  to  promotional  advertising,  and  so 
the  distribution  was  very  limited.  This  had  to  do  with 
security  lights  that  were  being  promoted.  They  were  on  peak 
load  and  we  were  encouraging  their  use  for  security  stand¬ 
points,  safety  standpoints.  This  had  a  very  limited  distribu¬ 
tion.  Other  than  that,  most  of  it  has  been  in  an  advisory 
service,  how  to  conserve  electricity,  service  in  connection 
with  wiring,  how  to  buy  an  appliance  and  get  an  appliance 
that  will  use  the  least  amount  of  electricity,  and  most 
efficiently,  and  that  sort  of  thing. 

Did  Montana  Power  join  in  the  general  conservation  movement 
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among  power  companies  in  order  to  reduce  the  anticipated 
load? 

I  don't  think  I  understood  the  first  part  of  the  question. 

Did  Montana  Power  join  other  companies  and  do  as  they  do  in 
the  conservation  effort  to  reduce  the  load  demand  by  custo¬ 
mers? 

All  of  the  power  companies  in  the  Northwest  had  campaigns  to 
reduce  uses  of  electricity. 

And  this  is  termed  conservation  promotion? 

Correct. 

What  was  the  effect  of  Montana  Power’s  attempted  conservation? 
These  are  pretty  hard  things  to  evaluate.  We  think  we  saw 
some  effect,  but  it's  a  difficult  thing  to  pin  down  over  a 
short  period  of  time,  and  when  I  say  a  short  period  of  time, 
I'm  talking  about  one  or  two  or  three  years,  because  you  have 
the  temperature  variations  from  one  year  to  the  next,  and  to 
some  degree  you  can  normalize  those,  but  it  isn't  possible  to 
normalize  them  totally.  We  keep  very  close  records  on  degree 
days  and  that  sort  of  thing,  but  that  won't  permit  us  to 
reach  answers  that  are  obviously  and  technically  accurate, 
because  it  takes  a  different  amount  of  heat  to  heat  a  house 
when  it's  zero  degrees  and  the  air  is  perfectly  calm  than  it 
does  to  heat  it  when  the  wind  is  blowing,  yet  this  doesn't 
show  up  in  degree  days.  It  isn't  an  exact  science;  however, 
we  think  that  after  we  have  normalized  to  the  best  of  our 
ability,  we  saw  some  modest  results  of  conservation.  I  think 
they  were  more  conspicuous,  perhaps,  in  industrial  and  com¬ 
mercial  than  they  were  in  residential,  but  we  think  they  were 
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reflected  in  both.  I  think  it  was  kind  of  a  one  shot  deal, 
where  people  wasted  electricity  and  then  the  loads  started 
to  grow  right  from  the  new  base. 

How  do  you  attribute  that  as  the  reason  for  the  one  shot? 

Oh,  there  were  a  number  of  things.  In  the  first  place,  there 
was  a  substantial  campaign,  not  ours.  We  were  a  party  to  the 
campaign,  but  there  was  substantial  national  effort  to  con¬ 
serve  on  the  use  of  energy.  It  was  a  conspicuous  thing  in 
the  media  and  from  government  and  from  all  others,  and  I 
think  all  of  us  witnessed  it,  for  example,  right  after  the 
oil  embargo.  The  speed  limit  went  to  55  miles  an  hour  and 
we  were  encouraged  to  drive  less  and  drive  slower.  My  ob¬ 
servation  was  that  people  did  do  that,  but  that  was  kind  of 
a  one  shot  deal,  too.  At  55  miles  an  hour,  you're  a  pretty 
lonely  driver  on  the  road  right  now,  I'm  afraid.  I  think 
that  this  was  a  national  campaign,  which  had  some  effect. 

Do  you  have  an  opinion  as  far  as  the  Montana  Power  territory 
is  concerned  relative  to  the  future  of  conservation? 

As  I  mentioned,  I  think  there  was  a  conscious  conservation 
effort  by  the  customers  of  Montana  Power.  I  believe  that  it 
had  some  effect.  There  was  a  reduction  in  the  loads  as  near 
as  we  can  tell,  but  it  would  appear  now,  that  load  growth 
now,  starting  from  that  base,  which  was  established,  let  us 
say,  in  1973,  starting  from  that  new  base,  the  load  growth 
is  no  less  than  it  was  before.  It's  going  right  back  up  on 
the  same  curve  that  it  did  prior  to  the  conservation  effort. 
Have  you  been  involved  from  time  to  time  with  discussions 
with  the  other  applicants  in  this  case  relative  to  the 
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possibility  of  shipping  Colstrip  coal  to  the  Northwest  area 
outside  Montana  in  the  event  Colstrip  3  and  4  are  not  built? 
We've  had  discussions  of  that  nature.  Obviously,  there  have 
been  no  formalized  studies,  but  we  have  had  discussions  ac 
five-company  meetings  of  this  possibility. 

Do  the  five-company  applicants  get  together  on  occasions? 
Regularly. 

And  what  are  the  purposes  of  those  meetings? 

Oh,  to  discuss  the  progress  of  the  applications  and  all  of 
the  other  problems  that  change  from  time  to  time,  not  only 
with  respect  to  the  applications,  but  their  needs  and  require¬ 
ments  and  the  availability  of  power,  water  conditions,  all  of 
the  things  that  affect  the  five  applicants. 

As  a  result  of  your  discussions  with  the  other  five  applicant 
companies  relative  to  shipping  Colstrip  coal,  as  well  as  your 
own  personal  observation  of  the  background  relative  to  this 
situation,  do  you  have  an  opinion  as  to  the  future  possibility 
of  shipping  and  selling  Colstrip  coal  from  the  Colstrip  area 
to  utility  companies  located  outside  Montana  in  the  northwest 
area? 

MR.  SHENKER:  I'll  object  to  that  question.  It's  a 
highly  technical  subject,  involving  rather  complicated 
economic  studies  on  a  number  of  various  hypothetical 
assumptions,  none  of  which  are  in  this  record.  No 
foundation  has  been  laid  for  this  question.  Even  with 
the  wide  latitude  that  has  been  granted  without  the  rules 
of  evidence,  to  have  this  witness  give  that  kind  of  an 
opinion  in  this  proceeding,  would  be  a  mockery. 
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MR.  BELLINGHAM:  I  might  say  that  I  didn't  ask  for 
his  opinion.  I  asked  him  whether  he  had  an  opinion,  but 
I  might  mention  this,  if  I  may.  Section  7816  also  goes 
into  possible  alternatives  and  I  think  this  is  embraced 
within  that  section. 

MR.  SHENKER:  Well,  there's  a  way  to  address  those 
alternatives,  and  my  objection  is  to  having  this  witness 
used  for  that  purpose. 

MR.  GRAYBILL:  I  object,  also.  He's  already  answer¬ 
ed  the  question  counsel  says  he  wants  to  ask.  He  says 
there  have  been  some  discussions  only,  but  no  position 
papers  that  he  is  aware  of,  so  he  has  already  told  us 
the  answer  to  the  question  counsel  says  he  wants  to  ask. 

MR.  BELLINGHAM:  No,  I  don't  think  that's  the 
answer  to  the  question  at  all. 

MR.  SHENKER:  Moreover,  we  would  ask  the  Hearings 
Examiner  to  take  judicial  notice  of  Exhibits  12,  13  and 
22  that  have  been  already  tendered,  which  are,  in  fact, 
formal  studies  on  exactly  the  same  subject  of  which  wit¬ 
ness  says  he  has  no  knowledge. 

MR.  BELLINGHAM:  Yes,  but  this  is  an  entirely 
different  subject.  Those  ate  economic  studies  dealing 
with  alternatives.  They  do  not  address  themselves  to 
possibilities  —  the  probabilities  —  of  shipping  coal 
to  the  Pacific  Northwest.  It  assumes  the  shipment  of 
coal  in  those  economic  studies,  but  it  does  not  address 
itself  to  this  particular  question,  none  of  it. 

HEARINGS  EXAMINER:  I  will  sustain  the  objection 
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unless  you  lay  some  further  foundation  as  to  what  the 
opinion  would  be  based  on. 

During  your  tenure  with  Montana  Power,  have  you  had  a  close 
association  and  knowledge  regarding  the  background  of  the 
Montana  Power  rates  that  were  passed  along  to  the  consumer? 
Yes,  sir. 

I  assume  you  obtained  this  knowledge  as  a  result  of  your  posi¬ 
tion  with  the  company? 

Yes,  sir,  from  the  Rate  Department. 

Do  you  have  an  opinion  relative  to  the  future  of  rates  in 
Montana  in  the  Montana  Power  consumer  area  insofar  as  whether 
they  will  go  up  or  down? 

I  certainly  do. 

Just  answer  yes  or  no. 

Yes . 

And  what  is  your  opinion? 

MR.  SHENKER:  One  moment,  please.  May  I  have  a 
moment  to  confer  with  counsel? 

HEARINGS  EXAMINER:  You  certainly  may.  Time  out. 

MR.  SHENKER:  The  Department  of  Natural  Resources 
will  object  to  the  question  on  the  grounds  this  is  not 
the  witness  who  should  be  asked  for  that  kind  of  opinion 
testimony;  moreover,  the  best  evidence  of  such  rating 
projections  coming  from  the  Rating  Department  would  be 
the  studies  of  the  Rating  Department,  and  thirdly,  no 
foundation  has  been  laid  for  this  witness  to  give  his 
opinion  testimony  on  that  particular  subject. 

HEARINGS  EXAMINER:  I'm  going  to  overrule  the 
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objection.  Mr.  Graybill,  do  you  want  to  expand  on  that? 

MR.  GRAYBILL:  Well,  I  understand  that  the  question 
asks  him  if  he  has  an  opinion  as  to  whether  the  rates 
will  go  up,  is  that  correct? 

MR.  BELLINGHAM:  Or  down. 

MR.  GRAYBILL:  Has  he  said  that  he  does  have  such 
an  opinion,  and  now  you're  asking  him  for  his  opinion? 

MR.  BELLINGHAM:  Yes. 

MR.  GRAYBILL:  Your  Honor,  I  have  asked  ever  since 
the  14th  day  of  February  for  copies  of  the  rating  study 
that  is  currently  going  on.  We  all  know  from  the  paper 
that  there  is  a  current  attempt  to  raise  the  electric 
rates.  I've  demanded  it  in  the  interrogatories,  I've 
demanded  it  in  the  Motion  to  Produce,  I've  demanded  it 
in  open  meetings,  copies  of  the  backup  material  on  that 
particular  score  so  I  could  study  it  so  I  would  be  pre¬ 
pared  to  cross-examine  any  witness  who  wanted  to  give  his 
opinion  on  that  subject,  and  I  have  been  promised  in  your 
presence  that  this  sort  of  information  will  be  supplied 
to  me  as  soon  as  it's  available.  Now,  if  it's  to  be 
available  to  the  Public  Service  Commission  on  the  21st 
of  May,  which  is  today,  I  would  presume  that  it  is  avail¬ 
able.  I  have  never  been  supplied  it.  I  will  not  be  in 
a  position  to  cross-examine  this  witness  on  these  ques¬ 
tions  unless  it  is  supplied.  I  would  think  that  if  they 
want  to  ask  questions  about  rates,  they  ought  to  at  least 
be  prohibited  from  doing  so  until  such  time  as  they 
supply  the  information  which  we  have  consistently  and 
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continuously  asked  for.  I  would  object  that  they 
shouldn't  be  allowed  to  put  conclusionary  evidence  into 
the  record  which  might  be  read  by  somebody  and  sink  in 
as  a  conclusion  when  there  is  really  no  background  in¬ 
formation  yet  supplied.  In  other  words,  I  think  what  is 
being  attempted  here  is  to  get  a  conclusion  without  the 
benefit  of  proving  the  facts,  without  giving  us  a  chance 
to  get  at  them,  and  I  would  really  object  on  that  basis. 

MR.  BELLINGHAM:  If  I  may  address  myself  for  just  a 
few  short  minutes,  we  are  not  attempting,  as  we've  in¬ 
dicated  before,  to  turn  this  into  a  rate  hearing  case. 

We  have  no  desire  to  do  so.  On  the  other  hand,  we  do 
feel  that  an  opinion  from  a  man  with  the  background  of 
Mr.  O'Connor  can  be  helpful  to  the  Board  in  the  entire 
context  of  this  particular  hearing,  and  insofar  as  Mr. 
Graybill's  repeated  demands  —  that  he  has  not  received 
material  that  he  has  demanded  --  the  answer  at  present  is 
the  same  as  it  has  been  in  the  past.  As  he  well  knows, 
this  material  is  still  not  available,  and  it  will  be  made 
available  to  him  as  soon  as  it  is,  and  other  than  that, 

I  have  no  response  to  that  particular  matter. 

HEARINGS  EXAMINER:  I  will  overrule  the  objection. 
Everyone  has  an  opinion  on  what's  going  to  happen  to  the 
rates  and  I  don't  see  how  it's  going  to  prejudice  this 
record  any  if  he  states  an  opinion.  You  can  cross- 
examine  him  as  to  the  basis.  You  may  answer. 

Q  Will  you  answer  the  question,  please? 

A  I  have  an  opinion  on  rates,  of  course,  and  it  is  that  in  this 
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economic  environment,  these  rates  are  going  to  continue  to 
go  up.  The  best  evidence  of  that,  I  think,  has  been  mentioned 
here.  We  do  have  an  application  filed  with  the  Railroad  and 
Public  Service  Commission  at  the  present  time  to  raise  rates. 

I  think  that  whether  prices  on  electricity  and  natural  gas 
go  up  to  some  degree  follows  on  the  prices  of  other  commodi¬ 
ties  going  up  and  in  an  economic  situation  such  as  we’ve  ex¬ 
perienced  in  America  for  the  past  several  years,  substantial 
inflation  in  almost  all  areas,  all  kinds  of  prices  are  going 
up,  and  it  would  be  my  belief  that  as  long  as  that  atmosphere 
continues,  that  rates  will  continue  to  go  up. 

Do  you  have  an  opinion  as  to  whether  or  not  the  .rates  to  Mon¬ 
tana  Power  customers  will  go  up  more  or  go  down  in  the  event 
that  Colstrip  3  and  4  is  built? 

MR.  GRAYBILL:  I  have  the  same  objection,  Your 
Honor . 

HEARINGS  EXAMINER:  The  same  ruling.  Go  ahead. 

I  asked  if  you  have  an  opinion? 

Yes . 

What  is  your  opinion? 

MR.  SHENKER:  I  will  object  on  the  same  grounds  as 
previously  stated  and  on  the  further  ground  that  this  is 
the  rankest  kind  of  speculation. 

HEARINGS  EXAMINER:  You  may  answer. 

If  Colstrip  3  and  4  are  built,  as  I  stated  earlier,  I  believe 
that  electrical  rates  are  going  to  go  up.  It  is  my  firm  be¬ 
lief  that  they  will  go  up  less  if  Colstrip  3  and  4  are  built 


than  if  we  turn  to  some  of  the  alternates  that  have  been 
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What  is  your  reason  for  that? 

Because  any  smaller  plant  that  we  built  would  deny  us  the 
economies  of  scale  that  have  been  discussed  here;  as  a  conse¬ 
quence  of  that,  the  production  from  those  plants  would  be 
higher  priced  if  we  went  to  a  coal-fired  generating  plant. 

The  production  out  of  those  plants  would  be  higher  priced  and 
obviously,  this  is  going  to  be  picked  up  by  the  customer.  If 
we  went  to  turbine-f ired  generation,  which  has  been  mentioned 
here  as  a  conceivable  alternate,  the  rates  are  going  to  be 
substantially  higher.  The  cost  of  the  fuel  is  so  great  that 
power  that  comes  out  of  a  turbine  would  be  much  higher  than 
any  coal-fired  generation  that  we  can  put  on  our  system,  so 
anything  short  of  Colstrip  3  and  4,  it  is  reasonable  to  assume) 
are  going  to  increase  rates  more  than  Colstrip  3  and  4 . 

MR.  BELLINGHAM:  No  further  questions. 

HEARINGS  EXAMINER:  Under  the  rules,  the  Department 
of  Natural  Resources  will  cross-examine  first;  however, 

I  understand  there  is  a  preliminary  matter  by  Mr.  Meloy. 

MR.  MELOY:  Mr.  Hearings  Examiner,  just  as  a 
matter  of  clarification,  yesterday,  when  you  issued  your 
Order  denying  Mr.  Shenker's  motion,  it  was  not  clear  to 
me  what  you  had  ordered  with  regard  to  reserving  cross- 
examination  in  recalling  witnesses,  and  not  having  the 
ability  to  take  very  good  notes,  my  notes  say  that  you 
said  there  would  be  —  we  could  reserve  cross-examination 
and  calling  a  witness  back  on  matters  relating  to  transcri 
Now,  is  it  your  order  that  the  word,  transcript,  meant 
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depositions,  and  if  so,  which  depositions? 


HEARINGS  EXAMINER:  I  don't  know  what  the  record 
shows,  but  the  discussions  yesterday  were  that  the 
transcripts  were  incomplete  from  Bechtel  in  California. 

It  was  my  intention  that  a  witness  would  be  recalled  and 
you  could  cross-examine  him  on  any  points  contained  in 
the  transcripts  of  those  depositions  when  they  were  com¬ 
pleted,  and  not  the  daily  transcripts. 

MR.  MELOY :  Then  you  are  limiting  your  decision  and 
reserving  cross-examination  to  transcripts  of  depositions 
with  Bechtel,  not  to  address  the  question  of  depositions 
which  we  have  not  yet  gotten? 

HEARINGS  EXAMINER:  I  don't  believe  that  was  dis¬ 
cussed,  but  I  think  it's  appropriate  for  you  to  bring  it 


up 


I  don't  believe  it  was  mentioned  yesterday,  but  I 


could  be  in  error.  I  think  we  talked  about  Bechtel. 
What  other  transcripts  are  you  referring  to? 

MR.  MELOY:  There  were  depositions  of  Burlington 


Northern  being  taken. 

HEARINGS  EXAMINER:  The  same  ruling  as  to  that.  If 
there's  any  evidence  contained  in  the  transcript  you 
have  to  rely  on  that  to  cross-examine.  It's  not  my  in¬ 
tention  you  can  reserve  your  cross-examination  on  the 
other  matters  that  Mr.  O'Connor,  for  instance,  testified 
to  today,  that  don't  have  anything  to  do  with  the  Bechtel 
transcript. 

MR.  MELOY:  With  regard  to  depositions  which  have 
not  yet  been  received  by  parties? 
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HEARINGS  EXAMINER:  Absolutely,  for  that  limited 
purpose.  We're  not  going  to  open  up  the  whole  show  again, 
and  you'll  have  to  show  that  there's  something  in  there. 

MR.  MELOY :  The  second  matter  is  in  regard  to  the 
motion  made  by  Mr.  Peterson,  whereby  he  put  before  the 
Hearings  Examiner  the  stipulation  as  to  the  order  from 
Bechtel.  I  think  it  was  not  made  clear  yesterday,  and 
that  it  should  be  made  clear  for  the  record  that  the 
Northern  Cheyenne  Tribe  did  not  stipulate  to  that  order 
that  he  submitted.  The  Northern  Cheyennes  only  stipulat¬ 
ed  that  the  use  of  those  documents  would  be  for  counsel 
for  the  Northern  Cheyenne  Tribe  pending  the  decision  on 
the  use  of  those  documents  in  this  proceeding,  so  let  the  I 
record  show  that  we  do  not  stipulate  to  the  matters  sub¬ 
mitted  by  Mr.  Peterson.  The  matter  of  clarification  I 
wanted  to  direct  to  the  attorney  is  that  yesterday  when 
we  discussed  with  the  Hearings  Examiner  the  question  of 
whether  those  documents  could  indeed  be  made  confidential 
and  whether  the  proceeding  whereby  those  documents  were 
considered  to  be  closed,  it  was  the  position  of  the 
Northern  Cheyenne  that  they  should  not  be.  The  law  that 
they  cited  was  the  law  that  controlled  this  hearing  befor 
the  Board  of  Natural  Resources.  Mr.  Shenkler  and  Mr. 
Peterson,  as  though  in  passing,  cited  the  Hearings  Ex¬ 
aminer  issues  of  law  under  the  Clean  Air  Act,  one  case 
which  construed  the  Federal  Clean  Air  Act,  and  Mr. 
Peterson  cited  the  statute  for  Montana  pertaining  to 
confidentiality  of  certain  data.  Now,  those  two  items 
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of  law  are  controlling  with  regard  to  the  hearing  before 
the  Board  of  Health,  and  not  before  this  Board.  I  did 
not  think  it  was  appropriate  for  me  at  that  time  to  make 
a  comment  on  those  matters,  and  I  would  request  that 
this  party  be  permitted  to  argue  on  the  question  of 
matters  pertaining  to  the  Clean  Air  Act  before  the 
Board  of  Health  and  before  the  Hearings  Examiner,  and 
the  question  of  confidentiality.  Is  that  permissible? 

HEARINGS  EXAMINER:  Well,  I  presume  it  could  be  ob¬ 
jectionable  to  the  extent  that  I  can't  make  any  rules 
here  pertaining  to  the  Board  of  Health,  but  it  would  be 
my  view  that  there's  none  of  this  record  that's  being 
made  here  that  goes  to  the  Board  of  Health.  The  Board 
of  Health  will  be  a  separate  hearing  and  we'll  expect  to 
start  the  whole  thing.  Your  argument  can  be  presented 
before  the  Board  of  Health,  but  you  have  stated  for  this 
record  that  you're  not  waiving  your  right  before  the 
Board  of  Health  hearing  to  make  the  motion. 

MR.  MELOY :  Yes,  that  was  my  intent,  and  I  was  just 
clarifying  it  in  that  regard. 

HEARINGS  EXAMINER:  I  think,  perhaps,  it's  a  good 
point,  Mr.  Meloy.  The  stipulation  presented  here  yester 
day  on  behalf  of  Bechtel,  which,  for  your  information, 
has  been  numbered  Board  Exhibit  No.  73  and  entitled 
"Stipulation  and  Protective  Order,"  is,  in  fact,  not  a 
stipulation,  because,  as  I  understand  it,  no  one  has 
stipulated,  so  now  I  am  confronted  with  a  stipulation 
that  is  not  a  stipulation;  however,  I  still  reserve  my 
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ruling  on  that  until  I  have  an  opportunity  to  get  some 
more  information  on  it. 

MR.  PETERSON:  Mr.  Examiner,  I  would  say  that  it 
is  not  a  stipulation,  it  is  a  request  to  be  stipulated  to 
by  Bechtel. 

HEARINGS  EXAMINER:  Do  I  have  a  motion  that  this  be 
entered? 

MR.  SHENKER:  I've  been  thinking  about  that  since 
yesterday,  when  Mr.  Peterson  put  in  his  qualifying  state¬ 
ment  after  having  made  the  motion,  that  the  Montana  Power 
Company  does  not  have  a  firm  legal  position  with  respect 
to  the  motion  made  by  counsel  for  the  Montana  Power  Com¬ 
pany,  and  I  think  I  will  object  to  the  making  of  a  motion 
on  behalf  of  a  non-party  to  these  proceedings.  Bechtel 
has  scrupulously  avoided  any  indication  that  it  was  a 
party  to  these  proceedings,  although  by  statute  I  am  sure 
it  could  have  intervened  if  it  wished  to  do  so,  to  become 
a  party  to  these  proceedings;  therefore,  a  motion  made 
on  behalf  of  a  non-party,  I  believe  to  be  a  nullity  as  a 
matter  of  law,  for  the  purposes  of  these  proceedings 
and  would  ask  that  it  be  disregarded  in  full  on  that 
basis . 

MR.  PETERSON:  Mr.  Examiner,  I  would  have  to  resist 
that  particular .posture,  of  the  motion,  because  I  think 
Mr.  Shenkler  will  agree  that  the  basis  upon  which  we  took 
the  deposition  and  received  the  documents  from  Bechtel 
were  conditioned  upon  Bechtel  being  allowed  to  assert 
that  position. 
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MR.  SHENKLER:  I  have  no  disagreement  that  Bechtel 
has  requested  that  it  have  an  opportunity  to  be  heard  on 

/ 

t  I 

the  legal  questions  with  respect  to  confidentiality  and 
proprietary  concern,  but  I  put  it  to  the  Hearings  Examiner 
that  the  manner  in  which  Bechtel  is  so  heard  is  not  by 
the  filing  of  a  motion  by  the  Montana  Power  Company,  to 
which  it  has  no  fixed  legal  position  when  it  is  on  be¬ 
half  of  Bechtel,  which  is  not  a  party  to  these  proceedings. 
I  think  the  manner  in  which  Bechtel's  concern  should  be 
raised  is  on  the  basis  of  the  specific  documents  and 
transcripts  being  presented  to  the  Hearings  Examiner  pre¬ 
liminarily  for  his  ruling  and  then,  if  necessary,  to  go 
before  the  appropriate  courts  in  which  Bechtel  has  pre¬ 
served  its  jurisdictional  claims. 

HEARINGS  EXAMINER:  Does  anyone  else  have  any  com¬ 
ments  they'd  like  to  make  on  this  subject?  (NO  RESPONSE) 
Your  motions  and  objections  will  be  noted.  I  still  have 
the  matter  under  advisement.  I  have  been  unable  to  find 
anything  in  the  statutes  where  the  Hearings  Examiner  has 
that  particular  authority.  I  suspect  that  when  it  gets 
to  California,  regardless  of  what  I  would  sign  in  Montana] 
there  will  be  a  great  deal  of  mirth  down  there  about 
me  thinking  I  had  any  jurisdiction  in  that  area.  However] 
I'll  reserve  any  further  comment  at  this  time.  All 
right,  is  there  anything  else? 

MR.  SHENKER:  I'd  just  like  to  comment  on  that  last 
observation,  Mr.  Hearings  Examiner.  I'm  in  favor  of  mirtn 
when  one  can  generate  it,  but  I  think  it  is  clear  that  thd 
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California  courts  would  need  a  ruling  from  the  sister 
state  through  its  judicial  officer  in  this  administrative 
proceeding  as  to  the  relevancy  of  the  documents  and  the 
exercise  of  the  discretion  of  the  Hearings  Examiner  in 
his  determination  that  the  documents  should  or  should  not 
be  received  in  evidence,  because,  obviously,  it's  a 
matter  of  no  consequence  to  a  California  court  to  look 
at  documents  which  are  never  going  to  be  received  in  the 
Montana  proceeding  in  any  event.  That's  why  I  think 
this  is  the  first  place  the  determination  has  to  be  made 
and  Bechtel's  counsel  has  so  stipulated  that  that  should 
be  the  case,  reserving,  of  course,  their  jurisdictional 
claims  subsequently. 

HEARINGS  EXAMINER:  Is  it  the  position  of  the  De¬ 
partment  of  Natural  Resources  that  you're  going  to  pre¬ 
sent  me  with  some  sort  of  an  order  that  I  can  sign  or 
not  sign  to  get  the  thing  in  action?  In  other  words, 
if  this  brings  the  thing  into  focus,  what  Mr.  Peterson 
has  presented,  it  seems  you'd  have  something  to  proceed 
on  there,  regardless  of  which  way  I  ruled  on  the  matter. 
Is  there  some  other  kind  of  document  that  you  contemplate 
presenting? 

MR  .  SHENKER:  No  document.  We  contemplate  proceed¬ 
ing  on  on  the  basis  of  simply  submitting  to  the  hearing 
those  documents  and  transcripts  which  we  believe  should 
be  open  for  public  inspection  as  relevant  to  the  issues 
in  this  hearing.  That  will  be  presented  to  the  Hearings 
Examiner  and  the  posture  of  this  case  will  require  a 
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ruling  by  the  Hearings  Examiner  to  that  effect.  If  the 
Hearings  Examiner  so  rules  as  to  any  such  documents  as 
to  which  Bechtel  continues  to  wish  to  assert  its  claims, 
then  we  shall  advise  Bechtel  that  they  must  take  the 
appropriate  legal  steps  to  obtain  protective  orders, 
which  they  probably  will  choose  to  do  in  the  state  of 
California.  It  may  choose  to  review  the  Hearings  Offi¬ 
cer's  decision  here  in  Montana,  but  that's  a  determina¬ 
tion  which  Bechtel  will  make  in  order  to  protect  its 
interests. 

HEARINGS  EXAMINER:  Who  has  the  box  of  exhibits  now? 

MR.  SHENKER:  We  do  —  not  all  of  them,  because  some 
of  them  are  still  coming  from  San  Francisco. 

HEARINGS  EXAMINER:  When  they  get  here,  then  is  it 
your  view  that  as  Hearings  Examiner,  I  can  go  through 
those  and  examine  those  preliminary  to  us  sitting  down 
and  going  over  them? 

MR.  SHENKER:  By  all  means. 

HEARING  EXAMINER:  Very  well.  We'll  proceed.  We'll 
reserve  any  ruling  on  all  of  that  until  it's  a  little 
better  defined.  We'll  proceed  with  the  cross-examination 
of  Mr.  O'Connor  by  the  Department  of  Natural  Resources. 

Cross,  by  Montana  Department  of  Natural  Resources 

By  Mr.  Shenker: 

Q  Mr.  O'Connor,  you  don't  like  the  Montana  Siting  Act,  do  you? 

A  There  are  a  lot  of  things  about  it  that  I  don't  like  very  well 

Q  You  don't  like  its  existence,  do  you? 

-295- 


1 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 

26 

27 

28 


In  its  present  form? 

Yes,  sir. 

No,  sir. 

As  a  matter  of  fact,  you  would  be  opposed  to  any  utility 
siting  act  for  the  State  of  Montana  in  which  a  state  agency 
made  a  determination  of  the  appropriateness  of  the  siting 
for  a  power  plant? 

That  is  not  true. 

What  kind  of  a  siting  act  would  you  approve? 

Well,  one  that  people  could  understand. 

So  long  as  it  was  understandable,  you  would  accept  any  kind 
of  a  utility  siting  act? 

Not  any  kind,  certainly  not. 

Tell  me  about  the  provisions  of  the  Montana  Utility  Siting 
Act  that  you  don't  understand  and  that  you  think  people  ought 
to  understand. 

There  are  a  good  many  things  about  the  Utility  Siting  Act  that 
we  don't  understand,  and  I'm  talking  about  our  company,  and 
some  of  them,  apparently,  are  administrative.  The  problems 
that  have  been  argued  back  and  forth  between  counsel  here  on 
how  these  matters  should  be  handled  obviously  is  a  confusion 
in  the  Utility  Siting  Act.  The  problems  that  we  have  been 
confronted  with,  where  the  jurisdiction  of  the  Department  of 
Health  or  the  Board  of  Health,  as  it  compares  to  the  Board  of 
Natural  Resources,  is  one  of  the  things  we're  having  some 
trouble  understanding. 

How  about  the  substantive  provisions  of  the  Utility  Siting 
Act  in  which  a  state  agency  makes  a  determination  of  whether 


-296- 


the  Montana  Power  Company  needs  to  build  a  plant,  does  that 
bother  you? 

No. 

Does  it  bother  you  to  have  a  state  agency  determine  whether 
a  power  plant  proposed  by  the  Montana  Power  Company  would 
represent  the  minimum  adverse  environmental  impact? 

That  doesn’t  bother  us.  As  a  matter  of  fact,  we  were  pro¬ 
ponents  of  a  one-stop  siting  act  prior  to  the  passage  of  the 
Utility  Siting  Act. 

Then  you,  of  course,  as  the  President  and  chief  executive 
officer  of  the  Montana  Power  Company,  when  the  Utility  Siting 
Act  was  enacted  into  law,  certainly  give  directions  to  those 
who  worked  on  your  behalf,  to  make  sure  that  this  proposal 
for  Colstrip  3  and  4  would  represent  the  minimum  adverse  en¬ 
vironmental  impact,  did  you  not? 

We  gave  directions  to  our  people  with  respect  to  what  we  be¬ 
lieved  should  be  in  the  Utility  Siting  Act  and  they,  in  turn, 
passed  those  proposed  amendments  on  to  the  appropriate  people. 
MR.  SHENKER:  Will  you  read  back  the  question  , 
please? 

HEARINGS  EXAMINER:  Why  don't  you  restate  your 
question? 

My  question  was  whether  or  not  you  were  at  all  concerned  with 
the  Siting  Act  requirement  that  a  power  plant  had  to  represent 
the  minimum  adverse  environmental  impact,  do  you  recall  that? 

I  recall  that  we  had  advised  our  people  to  sponsor  a  one-stop 
siting  act. 

It  is  true,  is  it  not,  sir,  my  inference  is  correct,  that  you 
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don't  have  any  problem  with  the  Siting  Act  that  requires  a 
minimum  adverse  environmental  impact? 

It  depends  on  what  your  interpretation  of  minimum  adverse  en¬ 
vironmental  impact  may  be. 

We'll  just  use  the  words  as  they  mean  something  to  you.  Do 
you  have  any  problem  with  that? 

If  minimum  means  none,  then  I  have  a  problem. 

Does  minimum  mean  none? 

Could  be. 

Minimum  also  means  the  least,  doesn't  it? 

It  could  be. 

Do  you  think  minimum  means  something  more  than  the  least? 

It  could  be  something  more  than  the  least. 

Do  you  think  minimum  also  means  the  most? 

No,  sir. 

So  it's  got  to  be  something  less  than  the  most? 

Right . 

Do  you  think  it  ought  to  be  closer  to  the  least  or  to  the  most 
Minimum  should  be  closer  to  the  least,  in  my  opinion. 

Now  we'll  come  back  to  the  question  that  I  put  to  you,  sir. 

As  the  chief  executive  officer  of  the  Montana  Power  Company, 
when  the  Montana  Utility  Siting  Act  was  enacted  into  law, 
did  you  instruct  the  representatives  of  the  Montana  Power 
Company  to  prepare  a  proposal  for  the  building  of  a  power 
plant  and  associated  transmission  line,  which  would  represent 
the  minimum  adverse  environmental  impact?  The  answer  to  the 
question  is  yes  or  no,  and  then  you  can  explain  your  answer. 
The  answer  is  no. 
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Now  you  may  explain  your  answer. 

We  advised  our  people  to  design  a  power  plant  that  would  con¬ 
form  in  every  particular  to  the  law  of  this  state  and  the 
United  States. 

You,  yourself,  gave  such  instructions,  did  you  not? 

Yes,  sir. 

To  whom  did  you  give  that  direction? 

To  the  Engineering  Department. 

Roger  Hofacher. 

And  his  associates,  and  the  Bechtel  Corporation. 

And  to  Walter  Kelly? 

Walter  Kelly  had  nothing  to  do  with  the  design  of  the  power 
plant . 

You  delegated  him  responsibilities  of  a  substantial  nature 
with  respect  to  Colstrip  3  and  4,  did  you  not? 

We  sure  did  after  they  started,  but  not  with  respect  to  de¬ 
sign. 

On  June  6,  1973,  was  there  an  enviromental  manager  for  the 
Montana  Power  Company? 

I  suspect  that  there  was.  I  presume  that  there  was,  yes. 

Whom  do  you  presume  or  suspect  it  was? 

It  could  be  Carl  Anderson. 

And  if  it  wasn't  Carl  Anderson,  you  didn't  have  one,  right? 
That's  right. 

Does  that  date,  by  the  way,  stick  in  your  mind  as  relevant  to 
anything  in  the  Colstrip  proceedings? 

No,  not  the  date,  specifically. 

Did  you,  yourself,  review  the  application  filed  for  the 
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building  of  Colstrip  3  and  4? 
No,  sir. 


You  did  not? 

Review  it  page  by  page,  is  that  what  you  mean  by  review,  or 
discuss  it  with  the  applicants? 

How  do  you  review  something? 

I  reviewed  it  on  a  normal  basis  with  all  of  our  people,  of 
course,  but  I  didn't  hold  it  in  my  hand  and  interrogate  them 
on  each  line,  each  paragraph,  each  page 
Did  you  read  it  before  it  was  filed? 

No,  sir. 

You  were  satisfied,  were  you  not,  that  that  application  was 
truthful  and  accurate  in  all  respects? 

Yes,  sir. 

How  did  you  make  that  determination  without  reading  it? 

Because  I  trust  the  people  who  work  for  us.  I  don't  regard 
those  people  as  being  a  bunch  of  connivers  who  are  going  to 
come  in  and  lie  to  the  state,  or  lie  to  me. 

Do  you  think  they  might  make  a  mistake? 

Oh,  it's  possible  to  make  a  mistake.  Any  of  us  might  do 
that,  and  if  they  did,  I'm  not  sure  that  I'd  have  the  capacity 
to  detect  it. 

I  beg  your  pardon? 

I  said  that  I'm  not  sure  I  would  have  the  capacity  to  detect 
their  mistake  if  they  made  one. 

So  it  wouldn't  be  useful  for  you  to  review  it  under  those 
circumstances,  would  it? 

Oh,  you  like  to  review  those  things  because  you  kind  of  want 
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to  know  what's  going  on. 

Sure,  and  you  didn't,  did  you? 

I  knew  what  was  going  on.  I  knew  we  were  going  to  file  the 
application  for  Colstrip  3  and  4. 


But  you  didn't  review  the  document? 

Mr.  Shenker,  that's  your  idea  of  review, 
reviewed  the  document. 


In  my  estimation,  I 


You  orally  discussed  the  document  and  did  not  put  your  eyes 
to  the  written  words  of  the  document? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  . it's 
repetitious . 


A 

Q 


A 

Q 


A 

Q 


HEARINGS  EXAMINER:  Sustained. 

Now,  Mr.  O'Connor,  have  you  heard  of  any  representation  made 
by  any  of  the  representatives  of  the  Colstrip  project  manage¬ 
ment,  consisting  of  five  applicants  for  Colstrip  units  3  and 
4,  to  elected  officials  of  governmental  agencies  that  it 
doesn't  matter  what  happens  in  this  proceeding  for  the  con¬ 
tested  case  of  Colstrip  3  and  4,  those  units  are  going  in,  or 
words  to  that  effect? 

No,  I  haven't  heard  of  that. 

Of  course,  on  March  1,  1975,  you  retired  from  the  active  em¬ 
ployment  of  the  Montana  Power  Company,  did  you  not? 

Yes  . 

And  as  of  April  17,  1975,  your  job  function  was  that  of  a 
consultant  to  the  Montana  Power  Company,  right? 

Yes . 

And  your  task  was  to  accept  assignments  that  had  been  given  to 


you' 
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And  as  of  April  17th,  some  six  weeks  after  you  retired,  you 
had  been  given  no  assignments,  is  that  right? 

I  can  think  of  none. 

I  beg  your  pardon? 

I  don't  think  of  any. 

But  since  that  time,  you've  had  at  least  a  couple  of  assign¬ 
ments,  haven't  you? 

Yes . 

One  assignment  was  to  go  back  to  Washington  and  lobby  the  con¬ 
gressional  delegation  on  the  strip-mining  bill,  right? 

No,  sir. 

Were  you  in  Washington,  D.  C.  the  week  before  last? 

Yes,  sir. 

Did  you  meet  with  any  representatives  of  the  Congress  of  the 
United  States? 

Yes,  sir. 

MR.  BELLINGHAM:  We  object  to  this  line  of  question¬ 
ing  on  the  grounds  that  it  is  immaterial  and  incompetent 
and  exceeds  the  scope  of  the  cross. 

HEARINGS  EXAMINER:  Let  me  hear  from  you  exactly 
what  the  relevancy  of  this  is. 

MR.  SHENKER:  (a) ,  as  to  the  credibility  of  the 

witness  and  his  interest  and  motive  in  thq  testimony  that 
he  gave,  for  which  my  understanding  is  that  even  in  a 
court  of  law,  rather  wide  latitude  is  given,  (b) ,  because 
the  witness  did  describe  his  experience  over  a  period  of 
years  in  lobbying  activities,  and  I  think  it  reasonable 
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to  assume  that  those  activities  are  continuing  in  his 
present  assignment,  and  we  would  like  to  know  that  for 
the  record. 

MR.  BELLINGHAM:  That  begs  the  issue  entirely.  The 
question  put  to  him  is  relative  to  his  support  or  non¬ 
support  of  various  federal  statutes  that  have  nothing  to 
do  with  this  particular  case. 

HEARINGS  EXAMINER:  Will  you  rephrase  your  question, 
please,  to  get  it  in  line  with  what  your  explanation 
was? 

Mr.  O'Conner,  did  you  meet  with  representatives  of  congressionf 
al  delegations  in  Washington,  D.  C.  the  week  before  last? 

I  met  with  every  one  of  Montana's  congressional  representa¬ 
tives,  Senate  and  House. 

In  the  course  of  those  conversations,  did  the  word  "Colstrip" 
come  from  your  mouth? 

MR.  BELLINGHAM:  We  object  to  this  line  of  question¬ 
ing  on  the  grounds  that  it  is  incompetent  and  immaterial, 

( 

and  of  no  probative  value. 

MR.  SHENKER:  I'm  astounded  by  that  objection. 

This  witness  is  discussing  Colstrip  with  senators  and 
congressmen  and  we're  not  entitled  to  know  what  they  were 
discussing? 

MR.  BELLINGHAM:  Mr.  Shenker  may  be  astounded,  but 
he  is  very  easily  astounded,  as  I  have  noticed  over  the 
past  few  months.  I  think,  however,  that  this  particular 
trend  relative  to  conversations  he  may  have  had  with  con¬ 
gressmen  and  so  forth  are  completely  outside  the  scope  of 
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of  this  inquiry,  incompetent  and  immaterial. 


MR.  SHENKER:  Well,  it  is  a  matter  of  judicial  notic^ 
that  in  the  Westinghouse  Environmental  Analysis  filed 
by  the  applicants  and  in  the  applications  that  have  been 
filed  with  the  Department  and  in  the  depositions  that 
have  been  taken  in  the  discovery  stage  of  the  proceedings 
the  permission  of  the  federal  government  that  this  projec- 
go  ahead  and  the  related  decisions  of  the  federal  govern¬ 
ment  respecting  the  use  of  coal  for  this  project  and  the 
decision  of  the  federal  government  with  respect  to  natur¬ 
al  gas  as  an  alternative  fuel  for  some  of  the  utilities 
that  could  be  furnished  are  right  in  the  middle  of  all 
of  the  considerations  that  we  have  in  this  case,  and  if 
Mr.  O'Connor  is  discussing  matters  with  the  congressional 
delegation  which  will  have  something  to  say  about  some  of 


those  decisions,  then  we  are  entitled  to  know  what  those 
discussions  were. 

HEARINGS  EXAMINER:  Would  you  feel  the  same  would 
apply  to  the  Department  of  Natural  Resources  in  dis¬ 
cussion  matters? 


MR.  SHENKER:  Of  course. 

HEARINGS  EXAMINER:  Mr.  Graybill? 

MR.  GRAYBILL:  I  just  want  an  orderly  procedure, 
Your  Honor  and  I  was  expecting  the  chair  to  rule,  but  if 
Mr.  Bellingham  wants  to  argue  three  or  four  times  in  a 
row,  it's  all  right  with  me.  I  just  think  we  ought  to 
have  an  orderly  proceeding. 

HEARINGS  EXAMINER:  I'll  grant  that  motion.  Do  you 
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remember  now  what  the  question  was? 

I  remember.  The  question  was  whether  the  word  "Colstrip"  ever| 
came  out  of  my  mouth. 

HEARINGS  EXAMINER:  You  may  answer. 

We  had  a  public  meeting  with  members  of  Congress.  We  discuss¬ 
ed  many  things  relative  to  Montana,  and  conceivably,  in  the 
course  of  those  discussions,  I  might  have  said  the  word 
"Colstrip. " 

Who  was  invited  to  the  public  meeting? 

Oh,  the  Governor  was  there,  and  a  number  of  his  aides,  one 
United  States  Senator  and  his  aides,  the  aides  of  the  other 
United  States  Senator,  both  Congressmen  and  their  aides,  the 
Chief  Executive  of  the  Montana  International  Trade  Commission, 
and  two  members  of  the  Montana  Power  Company  were  invited. 

Were  representatives  of  the  press  there? 

I  didn’t  know  everybody  there.  I  don't  think  there  were. 

Who  else  was  there  on  behalf  of  the  applicants  for  this  par¬ 
ticular  Colstrip  project? 

I  think  no  one. 

You  were  the  only  representative  of  the  applicants  there? 

If  I  remember  correctly,  I  was  the  only  representative  and 
applicant  that  was  there.  Mr.  Eskin,  of  the  Montana-Dakota 


0 


h 

Q 


Utilities  Company,  was  there. 

Is  it  your  testimony  today,  Mr.  O'Connor,  that  you  did  not 
discuss  with  the  congressional  delegation  the  views  that  you 
hold  with  respect  to  what  should  happen  at  Colstrip,  Montana? 
No,  I  didn't  discuss  it  with  them,  at  this  meeting. 

You  did  not? 
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No,  sir.  I  think  that  my  associate  did.  I  think  that  Mr. 

Joe  McElwain  made  some  statements  in  connection  with  Colstrip. 
Joe  McElwain  was  there? 

Yes,  he  was  there.  There  were  two  people  there  from  Montana 
Power  Company.  I  mentioned  that. 

Now,  let's  hear  what  Joe  McElwain  said  there  in  your  presence 
at  that  meeting. 

I  think  that  Joe  McElwain,  in  the  discussion  of  another  pro¬ 
ject,  and  this  whole  discussion  centered  around  another  pro¬ 
ject  —  one  of  the  congressmen,  as  I  recall  it,  said  that  he 
wanted  to  wait, his  decision  was  to  wait  before  he  expressed 
his  position  on  the  other  project  until  there  was  a  decision 
in  Colstrip  3  and  4,  and  he  gave  some  reasons  for  this,  and 
I  think  Joe  McElwain  repeated  the  congressman's  reasons. 

What  was  the  other  project? 

A  possible  gasification  plant  for  the  State  of  Montana. 

Isn't  that  a  pretty  good  idea? 

I  don't  know.  There  hasn't  been  enough  study  of  it  made  to 
know  whether  it's  a  good  idea.  It  very  well  could  be. 

Didn't  you  initiate  any  such  studies  when  you  were  chief  ex¬ 
ecutive  officer  of  the  company? 

No,  we  didn't  initiate  any  such  studies.  We  had  some  dis¬ 
cussions  about  them.  We  had  no  studies  on  them,  but  we  are 
certainly  trying  to  follow  that  science. 

Why  haven't  you  initiated  any  studies  on  that  subject? 

Well,  I  think  that  probably  the  reason  for  it  was  that  we 
were  not  ready  to  try  to  build  a  gasification  plant,  and  any 
studies  that  we  made  or  any  dollars  that  we  spent  on  inquiry 
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in  that  field  would  be  dollars  that  did  not  need  to  be  spent 
at  this  time. 

MR.  SHENKER:  Mr.  Hearings  Examiner,  I'm  looking 
for  my  notes  on  his  testimony  from  yesterday. 

Yesterday,  Mr.  O'Connor,  at  the  end  of  the  day,  did  you  not 
discuss  with  Mr.  Bellingham  the  alternatives  that  were  pursued 
while  you  were  the  President  of  the  Montana  Power  Company  be¬ 
fore  going  into  Colstrip  units  1  and  2? 

Yes,  sir. 

And  the  date  of  that  pursuit  of  alternatives  must  have  been 
some  time  in  1970  or  earlier,  wasn't  it? 

It  could  have  been  1970  or  earlier. 

If  you  had  at  that  time  pursued  as  an  alternative  a  gasifica¬ 
tion  plant,  it  could  have  been  on  stream  by  now,  couldn't  it? 
No,  it  would  probably  be  before  the  Siting  Board. 

The  Corette  plant  was  not  put  before  the  Siting  Board,  was  it? 
The  Corette  plant  was  built  before  1968. 

And  Colstrip  1  and  2  were  not  put  before  the  Siting  Board, 
were  they? 

No,  sir  —  well,  I  think  part  of  them  was. 

Colstrip  units  1  and  2,  the  permission  to  proceed,  were  put 
before  the  Montana  Department  of  Natural  Resources? 

Yes,  sir,  they  certainly  were. 

HEARINGS  EXAMINER:  Was  this  a  permission  to  con¬ 
ceive,  or  the  building  of  them? 

MR.  SHENKER:  I  thought  I  was  talking  about  the 
generating  stations  at  Colstrip  units  1  and  2,  and  I 
think  Mr.  O'Connor  told  me  that  -- 
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1  j  A  Parts  of  Colstrip  1  and  2  project  have  been  before  the  Siting 

2  Board. 

3  Q  You're  talking  about  the  Colstrip  broad  view  230-KV  trans- 

4  mission  line? 

5  A  And  the  water  line.  Without  the  water  line,  the  project 

6  wouldn't  have  been  very  valuable. 

7  Q  Mr.  O'Connor,  it's  not  your  testimony,  is  it,  sir,  that  be- 

8  fore  Colstrip  units  1  and  2  went  onto  your  drawing  board  as 

9  accepted  plans  that  you  presented  anything  about  Colstrip  1 

10  and  2  to  the  Board  of  Natural  Resources? 

11  A  No ,  sir . 

12  Q  So  it  is  the  case,  then,  that  when  you  did  arrive  at  the  plan 

13  for  Colstrip  1  and  2,  you  did  not  present  it  to  the  Siting 

14  Board? 

15  A  That ' s  true . 

16  Q  And  now  you  proceed  on  Colstrip  1  and  2  on  a  schedule  which 

17  you  believe  will  permit  commercial  operation  by  November  of 

18  1975? 

19  A  I  think  October  1st. 

20  Q  Then  is  it  still  your  testimony,  speaking  seriously,  that  if 

21  you  had  proceeded  prior  to  going  to  Colstrip  1  and  2  with  a 

22  coal  gasification  plant,  that  you  wouldn't  even  be  on  stream 

23  yet? 

24  A  I  don't  know  how  long  it  would  take  to  build  a  coal  gasifica- 

25  tion  plant.  It  may  or  may  not  have  been  on  stream.  We 

26  haven't  built  any  gasification  plants,  nor  neither  has  anyone 

27  else  in  the  United  States  built  commercial  gasification  plants 

28  so  there  isn't  a  very  good  history  of  how  long  it  takes  to 
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build  one. 

They  have  been  built  outside  the  United  States,  haven't  they? 

I  understand  there  are  a  number  of  them. 

Indeed,  there  have  been  studies  made  with  respect  to  coal 
gasification  that  used  the  very  Rosebud  coal  that  you  propose 
to  use  for  the  Colstrip  units,  aren't  there? 

There  have  been  some  tests  run  with  Rosebud  coal  in  a  pilot 
plant  to  see  how  it  worked. 

Tests?  Wouldn't  you  call  them  studies  such  as  those  that 
were  presented  at  the  sixth  Synthetic  Gas  Symposium  in  Chicago 
on  October  28th  through  30th  of  1974? 

Those  might  have  been  studies.  I  didn't  know  about  that. 

You  didn't  know  that  D.  C.  Elgin,  the  development  engineer  of 
the  British  Gas  Corporation,  and  H.  R.  Herks,  chief  com¬ 
missioning  engineer,  of  Woodahl  Duckham,  Ltd. ,  have  done 
studies  based  upon  their  results  of  the  trials  of  Rosebud 
Coal? 

I  never  heard  of  either  man  or  of  the  studies. 

Have  you  heard  of  the  Lergy  Pressure  Gasification  Plant  at 
Westfield,  Scotland? 

Yes,  sir. 

And  you  didn't  know  that  they  were  using  Rosebud  coal? 

I  knew  that  we  had  shipped  coal  to  a  number  of  people.  I 
never  heard  of  those  two  people. 

Did  anybody  tell  you  that  they'd  heard  of  the  symposium? 

Well,  there's  a  symposium  every  day,  and  that  may  be  one  that 
I  heard  about. 

You  just  don't  recall  it? 


-309- 


I  don't  recall  it,  no. 

Didn't  you  have  any  discussions  with  the  congressmen  on  that 
subject? 

The  subject  of  gasification? 

Yes . 

About  two  weeks  ago? 

Yes,  sir. 

Yes . 

And  at  that  time,  didn't  you  pick  up  a  copy  of  the  studies? 

Of  this  study? 

Sure. 

I  certainly  did  not. 

Did  you  pick  up  any  studies? 

I  didn't. 

Did  Joe  McElwain? 

He  may  have. 

Did  he  tell  you  about  them? 

No. 

Now,  I'm  telling  you  about  a  meeting  that  you  and  Mr.  McElwain 
attended,  which  you  describe  as  a  public  meeting.  You  said 
that  at  that  meeting  there  was  no  discussion  as  to  your  views 
of  the  Colstrip  site  and  what  should  come  of  it.  Was  there  a 
subsequent  meeting  at  which  you  expressed  those  views  to  the 
congressional  representatives? 

No,  sir. 

What  views  did  Mr.  McElwain  express  on  his  idea  of  what  should 
happen  at  Colstrip? 

As  I  recall  this,  I  think  that  Mr.  McElwain  repeated  what 
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Congressman  Melcher  had  said,  that  if  Colstrip  3  and  4  were 
turned  down,  he  doubted  that  any  investor  would  be  much  in¬ 
terested  in  coming  to  Montana  and  investing  in  a  coal  gasifi¬ 
cation  plant. 

Your  testimony  is  that  Congressman  Melcher  is  of  the  view  that 
no  investor  would  want  to  come  to  Montana  for  a  coal  gasifica¬ 
tion  plant  if  Colstrip  3  and  4  were  turned  down? 

That  was  Mr.  Melcher' s  testimony  to  us. 

Testimony? 

Well,  not  testimony,  statement.  There  wasn't  anybody  testify¬ 
ing. 

Mr.  O'Connor,  do  you  know  why  the  Western  Energy  Company,  whic] 
I  understand  is  a  fully  owned  subsidiary  of  the  Montana  Power 
Company,  is  it  not,  refused  to  give  any  bid  to  the  Portland 
General  Electric  Company  on  the  supplying  of  coal  from  Col¬ 
strip  for  building  a  coal  gasification  plant  at  Portland,  Ore¬ 
gon? 

I  have  never  heard  that  the  Portland  General  Electric  Company 
wanted  to  build  a  coal  gasification  plant,  at  Portland,  Oregon 
A  coal-fired  plant  at  Portland,  Oregon? 

A  coal-fired  generating  plant  or  a  gasification  plant? 

Either  one. 

I  understand  that  after  some  discussion  with  Portland  General 
Electric  Company,  the  Western  Electric  Company  elected  not  to 
bid  on  coal  to  go  to  Portland,  Oregon. 

Why? 

Because  they  were  non-competitive. 


HEARINGS  EXAMINER:  I  didn't  hear  the  answer. 
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MR.  SHENKER:  Western  Energy  was  non-competitive, 
he  says. 

Whom  were  they  non-competitive  with? 

Other  producers  of  coal,  from  Wet  Fields,  Wyoming,  Gillette, 
specifically,  where  Portland  bought  their  coal. 

And  without  even  giving  a  bid  price,  you  knew  they  were  not 
competitive,  right? 

Right. 

How  do  you  know  that? 

Because  we  know  how  much  it  costs  to  get  coal  and  we  know 
what  we  want  for  our  coal  and  we  know  what  the  other  people 
were  bidding. 

How  do  you  know  what  the  other  people  were  bidding? 

It's  public  record,  in  many  instances. 

Is  it  a  shorter  distance  to  go  from  Gillette,  Wyoming,  to 
Portland,  Oregon,  than  it  is  to  go  from  Colstrip,  Montana,  to 
Portland,  Oregon? 

I  imagine  it's  about  the  same  distance. 

The  Montana  Power  Company  is  an  investor-owned  utility,  is  it 
not? 

Yes,  sir. 

Thirty-five  percent  of  the  shareholders  of  the  Montana  Power 
Company  live  in  Montana,  don't  they? 

That's  roughly  the  number. 

And  65%  of  the  shareholders  do  not  live  in  Montana? 

Obviously. 

Is  it  not  the  responsibility  of  the  Montana  Power  Company  to 
do  the  best  it  can  for  all  the  shareholders  in  getting  a  returr 
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on  their  investment? 

A  Among  their  other  responsibilities,  that  is  one. 

Q  And  therefore,  the  maximum  return  that  you  can  get  On  your 
investment  is  what  you  seek  to  obtain? 

A  No,  sir. 

Q  Why  not? 

A  Because  the  law  limits  the  amount  that  we  can  make  on  our 

investment  and  that  is  not  necessarily  the  maximum  return  that 
we  could  make . 

Q  Subject  to  what  the  law  limits,  you  certainly  seek  to  obtain 
the  maximum  return  on  your  investment,  don't  you? 

A  Certainly. 

Q  You're  not  trying  to  sell  your  power  for  the  cheapest  possible 
rates  for  the  benefit  of  consumers  unless  that  produces  the 
maximum  return  on  your  investment  limited  by  law,  are  you? 

A  I  think  we're  trying  to  sell  our  power  to  our  customers  as 
cheaply  as  we  can  and  we  expect  to  make  a  profit  on  it. 

Q  Was  it  your  testimony,  Mr.  O'Connor,  that  the  Montana  Power 
Company  tries  to  sell  its  power  as  cheaply  as  possible, 
irrespective  of  whether  that  gives  you  the  maximum  return  on 

|  your  investment  limited  by  law? 

A  There  are  many  years  that  we  do  not  earn  the  maximum  allowed 
by  law. 

Q  But  you  try  to,  don't  you? 

A  Oh,  yes,  we  try. 

Q  And  from  1963  to  1973,  your  average  revenue  per  kilowatt  hour 
has  remained  practically  the  same? 

A  Pretty  fairly  flat,  yes,  sir. 
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How  much  did  your  earnings  increase  per  share  in  1973  over 
1972? 

You  have  the  Annual  Statement  there,  the  Annual  Report.  I 
don't  have  it  before  me. 

You  don't  recall?  How  much  was  the  increase  in  1974  over 
1973? 

That's  what  you  asked  me.  I  said  I  didn't  have  it  before  me. 
No,  I  asked  in  '72  and  '73,  sir. 

Well,  I  don't  have  it  before  me. 

And  you  don't  recall? 

No. 

How  does  it  happen,  Mr.  O'Conner,  that  you  have  a  recollection 
of  the  number  of  residential  customers  served  by  the  Montana 
Power  Company  and  you  don't  have  a  recollection  of  the 
earnings  per  share  of  stock? 

Because  I  reviewed  the  number  of  customers  served  by  the 
Montana  Power  Company  before  I  came  to  this  hearing,  and  I 
didn't  review  the  earnings  per  share. 

I  believe  you  told  us  yesterday  that  while  you  were  the  Vice 
President  of  the  Montana  Power  Company  in  charge  of  operations 
and  after  1959,  you  were  in  charge  of  labor  operations,  were 
you  not? 

Yes,  sir. 

It  is  your  position,  is  it  not,  Mr.  O'Connor,  that  the  labor 
that  should  be  used  for  Colstrip  units  3  and  4  to  the  maximum 
extent  possible  should  be  non-union? 

No,  that  is  not  my  position. 

That's  not  your  position? 
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No,  sir. 


Have  you  not  so  represented  to  representatives  of  the  Bechtel 
Corporation? 

No,  sir. 

MR.  SHENKER:  We'll  have  to  have  leave  to  call  Mr. 
O'Connor  back  for  cross-examination  when  we  receive 
those  depositions,  Mr.  Hearings  Examiner. 

HEARINGS  EXAMINER:  It  will  be  done. 

WITNESS:  The  Bechtel  corporation  is  a  union 

corporation  and  they  don't  do  non-union  construction. 

So  they  were  a  little  unhappy  with  your  expression  of  views 
on  that  subject,  weren't  they? 

I  didn't  express  any  view  on  that  subject. 

Now,  the  Bechtel  Corporation  has  had  a  long  period  of  involve¬ 
ment  with  the  Montana  Power  Company,  hasn't  it? 

They  have  done  work  for  us  for  a  number  of  years,  yes,  sir. 

How  many  years? 

More  than  twenty- five,  I'm  sure. 

During  that  time  you  were  the  Vice  President  in  charge  of 
operations  of  the  Montana  Power  Company,  the  only  outside 
study  that  was  ever  done  to  forecast  the  needs  of  the  Montana 
Power  Company  was  done  by  the  Bechtel  Corporation,  wasn't  it? 
Yes,  sir. 

That  was  a  pretty  important  study,  wasn't  it? 

Yes,  sir. 

It  was  a  rather  extensive  study,  was  it  not? 

Yes,  sir. 

And  you  certainly  would  rely  upon  their  recommendations  in 
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formulating  your  programs,  would  you  not? 

We  did  in  1964. 

Well,  is  there  any  study  since  1964  prepared  by  the  Bechtel 
Corporation  which  changes  the  1964  study? 

No,  sir,  not  that  I  know  of. 

So  other  than  in-house  projections,  you  have  no  outside  study 
ever  done  for  the  Montana  Power  Company  since  1964  that  pro¬ 
jects  your  loads  and  resources,  have  you? 

I  don't  think  so. 

So  you  still  rely  upon  the  information  that  you  obtained  from 
Bechtel  over  the  years,  do  you  not? 

No,  we  rely  on  our  in-house  studies. 

You  rejected  all  out  of  house  fetudies? 

We  haven't  rejected  them.  We  use  them  as  a  basis  for  in- 
house  studies. 

Can  you  tell  me  why,  Mr.  O'Connor,  you  did  not  accept  the 
recommendations  of  the  Bechtel  Corporation  in  the  1964  study 
with  respect  to  the  expansion  of  your  hydroelectric  facilities 
Where?  Which  expansion? 

Any  place. 

There  was  more  than  one  suggestion.  I  don't  know  which  one 
specifically.  They  were  probably  rejected  on  a  one  to  one 
basis . 

Well,  let  me  ask  you  this  question.  Did  you,  in  fact,  accept 
the  recommendations  of  the  Bechtel  Corporation  in  its  1964 
study  to  expand  any  hydroelectric  facilities  of  the  Montana 
Power  Company? 

Not  yet. 


-316- 


And  it's  been  some  eleven  years  since  those  recommendations 
were  first  made,  is  that  right? 

That's  right. 

One  of  their  recommendations  did  not  focus  on  a  project  that 
you  described  to  Mr.  Bellingham  yesterday,  the  Buffalo  Rapids 
project,  isn't  that  right? 

The  '64  study? 

Yes,  sir. 

No. 

Because  you  told  them  not  to  look  at  the  Buffalo  Rapids  study, 
didn't  you? 

We  already  had  a  Buffalo  Rapids  study. 

I  believe  you  told  Mr.  Bellingham  yesterday  that  the  Buffalo 
Rapids  project  is  an  active  project  of  concern  to  the  Montana 
Power  Company  for  providing  hydroelectric  facilities,  is  that 
right? 

Yes,  sir. 

Can  you  tell  me  why,  Mr.  O'Connor,  you  have  never  responded 
to  the  letter  from  the  Federal  Power  Commission  written  to  you 
in  1971,  asking  you  to  submit  environmental  impact  information 
with  respect  to  that  application? 

Because  the  Indians  who  were  a  party  to  the  application  had 
not  decided  that  they  wanted  to  go  ahead  with  the  application. 
Why  didn't  you  tell  that  to  the  Federal  Power  Commission? 

I  don't  know  as  we  didn't.  I'm  not  sure  we  didn't. 

Have  you  had  a  chance,  by  any  idea  of  imagination,  to  send 
someone  over  to  the  Federal  Power  Commission  in  Washington, 

D.  C.  and  look  at  their  files  on  the  Buffalo  Rapids  project, 
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Nos.  2  and  4? 


No,  sir,  certainly  not  for  a  considerable  time. 

Do  you  deny,  sir,  that  if  someone  were  to  do  that,  they  would 
find  the  last  thing  in  the  file  was  that  letter  to  you  of 
1971? 

No,  I  wouldn't  deny  that.  That  might  be  the  situation. 

And  yet  you  still  say  that  that's  an  active  project  which  the 
Montana  Power  Company  is  pursuing? 

Any  time  that  an  application  is  before  the  Federal  Power 
Commission  for  a  license,  we  have  to  assume  that  this  is  an 
active  project. 

Couldn't  you  help  an  active  project  along  a  little  bit  by 
answering  correspondence  that  you  receive? 

We  spent  a  little  bit  more  money  on  Buffalo  Rapids  2  and  4 . 

I  don't  know  whether  it  would  help  them  along  a  bit  by  answer¬ 
ing  the  letter. 

How  much  have  you  asked  for  in  the  way  of  hydroelectric 
capacity  in  Buffalo  Rapids  2  and  4? 

My  recollection  is  that  it  was  400  megawatts  of  capacity. 
That's  my  recollection.  It  could  be  wrong. 

The  Bureau  of  Reclamation  also  has  a  Buffalo  Rapids  project, 
doesn't  it? 

I  don't  know.  The  Bureau  at  one  time  proposed  a  project 
that  would  back  water  up  in  the  same  area.  I'm  not  sure  that 
the  Bureau  ever  proposed  Buffalo  Rapids  2  and  4.  I  don't  be¬ 
lieve  they  did. 

Yesterday,  sir,  Mr.  Bellingham  presented  to  you  Exhibit  No.  1 
in  connection  with  this  proceeding,  a  map  of  existing  and 
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under  construction  generating  plants  of  the  Montana  Power 
Company,  do  you  recall  that? 

Yes . 

In  the  course  of  explaining  the  material  on  that  exhibit,  you 
noted  that  Colstrip  units  1  and  2  were  at  330-megawatts, 
which  you  called  a  nominal  rate,  is  that  right? 

330  megawatts  is  what  they  would  produce. 

You  called  them  nominal  rating,  did  you  not? 

Well,  there  are  nominal  ratings,  I  guess  —  330,  350  --  what 
a  power  plant  will  produce  would  be  a  difficult  thing  to  pin 
down.  You've  got  to  put  some  kind  of  number  on  it.  It  would 
even  produce  differently  in  winter  than  in  summer 
Did  you  or  did  you  not  call  them  nominal  ratings? 

I  think  I  did. 

HEARINGS  EXAMINER:  Mr.  Shenker,  we  have  now  arrived 
at  the  hour  of  noon.  Would  this  be  inconvenient  for  you 
to  adjourn? 

MR.  SHENKER:  I  think  I'd  like  to  ask  one  more  ques¬ 
tion  . 

HEARINGS  EXAMINER:  I  think  I'd  like  to  ask  one,  too 
if  I  might. 

MR.  SHENKER:  Surely. 

Well,  the  fact  is,  Mr.  O'Connor,  you  don't  know  what  a  nominal 
rating  means,  do  you? 

Well,  I'm  sure  I  don't  know  it  as  well  as  you,  but  I  have  a 
pretty  good  feel  for  what  a  nominal  rating  is. 

Why  do  you  know  what  the  nominal  rating  is  now  and  you  didn't 
know  what  a  700-megawatt  nominal  rating  was  on  April  17,  1975? 
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Because  your  question  prompted  me  to  go  find  out  what  is 


meant  by  nominal  rating. 


Well,  I'm  glad  that  I  acted  as  an  incentive  for  you,  Mr 


O’Connor. 


You're  an  inspiration. 


I  have  no  higher  aspiration 


HEARINGS  EXAMINER:  For  the  record,  and  since 


there  may  be  some  board  member  who  does  not  know,  where 


is  Buffalo  Rapids? 


WITNESS:  Buffalo  Rapids  project  is  below  near 


Kerr  Dam  on  the  Flathead  River  before  its  confluence 


with  the  Jocko  River,  a  stretch  of  the  river  from  the 


Jock  River  in  the  Flathead  up  to  Kerr  Dam. 


HEARINGS  EXAMINER:  Thank  you.  We  will  adjourn 


until  1:30. 


(ADJOURNED  AT  12:00  NOON). 


i 
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(Hearing  resumed  at  1:30  o'clock,  P.M.) 


CHAIRMAN  DAVIS:  If  everyone  is  ready,  we  will 
proceed. 

MR.  O'CONNOR:  Mr.  Hearing  Examiner,  I  would  like 
the  privilege,  if  I  may,  of  correcting  a  number  I 
gave  in  my  testimony  this  morning.  I  checked  during 
the  noon  hour  and  it  is  not  a  correct  number.  I  said 
that  the  potential  of  Buffalo  Rapids  2  and  4  was  400 
megawatts.  The  accurate  figure  is  264  megawatts  of 
capability  and  120  megawatts  of  energy. 

CHAIRMAN  DAVIS:  Thank  you,  sir. 

EXAMINATION  OF  CEORGE  O'CONNOR 


nor,  as  to  existing  generating  stations  for  t he  MonLana  Rower 


Company,  all  of  which  are  hydroelectric  facilities,  are  they 
not? 


A  Yes,  sir. 


Q  Do  you  have  any  present  plans  for  expanding  any  of  those 


hydroelectric  facilities? 

A  No  present  plans. 

Q  Did  the  Bechtel  Corporation  not  recommend  expansion  of  any 


of  those  facilities  in  their  1964  report  to  you? 


A  In  the  1964  report,  as  I  recall  it,  the  Bechtel  Company  said 


that  by  certain  modifications  and  additions,  changes,  that 
we  could  increase  to  some  degree  the  capability  of  the  gen- 
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erating  complex  at  Great  Falls,  and  none  of  those  changes 
have  been  made. 

Why  not? 

Well,  the  most  conspicuous  one  and  the  one  that  would  have 
produced  the  most  power  would  have  been  the  rebuilding  of 
the  Rainbow  plant,  which  contemplated  raising  the  level  of 
the  reservoir'.  Raising  the  level  of  the  reservoir  would  have 
flooded  out  Giant  Springs  at  Great  Falls  and  all  we  have  to 
do  to  get  run  out  of  Montana  is  try  to  flood  out  Giant  Spring 
The  only  way  to  increase  the  capacity  of  the  Great  Falls  area 
was  to  flood  out  Giant  Springs,  is  that  right? 

One  way  that  Bechtel  suggested  we  could  increase  capacity. 
That  wasn't  the  only  way  they  suggested  you  could  increase 
capacity,  was  it? 

Rebuild  Black  Eagle,  I  believe  was  another  way. 

Yes.  You  didn't  do  that  either,  did  you? 

No. 

Are  you  aware,  sir,  of  the  amount  of  undeveloped  hydro  capa¬ 
city  in  the  state  of  Montana  according  to  the  Federal  Power 
Commission's  determinations  on  the  basis  of  engineering  feas¬ 
ibility  surveys  done  for  hydro  sites? 

Well,  I'm  not  familiar  with  the  exact  number.  I  know  they 
have  made  these  numbers  available  on  the  basis  that  there  is 
undeveloped  hydro. 

Yes,  approximately  how  much  is  that,  Mr.  O'Connor? 

I  haven't  the  least  idea. 


You  just  have  no  idea  at  all? 
None  in  the  world. 
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Q  Did  you  ever  have  any  idea? 

A  If  I  had,  I  dismissed  it  as  irrelevant  the  day  I  read  it. 

Q  Does  the  figure  6,136,220  kilowatts  of  undeveloped  hydro 

capacity  at  sites  for  which  the  engineering  feasibility  has 
been  approved  by  the  Federal  Power  Commission  strike  you  as 
a  reasonable  one? 

A  I  don't  have  any  opinion  about  it  at  all.  I  wouldn't  know  if 
it  was  reasonable  or  unreasonable. 

Q  Would  you  be  surprised  if  I  were  to  inform  you  that  it  was  a 
fact  that  there  is  6,136  megawatts  plus  of  undeveloped  in¬ 
stalled  capacity,  as  the  Federal  Power  Commission  uses  those 
terms,  in  the  state  of  Montana  alone? 

A  Oh,  installed  capacity  --no,  I  wouldn't  be  surprised.  You 
can  install  all  the  capacity  you  want.  It  doesn't  mean  you 
are  going  to  get  much  energy  out  of  it. 

Q  Well,  how  much  installed  capacity  is  there  in  the  state  of 
Montana  right  now  that  is  developed? 

A  Oh,  I  suspect  --  and  this  is  a  round  number  --  I  suspect  about 
probably  somewhere  in  the  neighborhood  of  1,200  megawatts. 

Q  Does  1,511  megawatts  surprise  you  as  a  figure? 

A  No .  I 

Q  That's  about  right,  isn't  it? 

A  It  could  well  be. 

Q  Do  you  have  any  idea  of  what  the  equivalent  figures  are  in  any 
of  the  other  states  that  are  called  the  mountain  region  by  the 
Federal  Power  Commission? 

A  No. 

Q  Do  you  know  what  the  mountain  region  is? 
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I  have  a  pretty  good  idea  what  the  mountain  region  is,  yes. 

Good.  What  is  it? 

Well,  I  suspect  it's  any  region  here  in  the  west,  the  drain¬ 
age  of  which  comes  out  of  these  mountain  rivers. 

What  are  the  states? 

Well,  obviously  Montana,  Idaho,  Washington,  Oregon,  all  of 
which  are  fed  from  the  mountain  rivers.  Perhaps  North  and 
South  Dakota  and  I  don't  know  if  they  extend  beyond  that. 

Do  you  know  what  the  Pacific  region  is  under  the  Federal 
Power  Commission's  determinations? 

No,  sir. 

Is  it  not  a  fact,  Mr.  O'Connor,  that  the  Federal  Power  Com¬ 
mission  has  supplied  its  data  to  the  Montana  Power  Company 
over  the  years  in  order  to  make  that  available  to  you  so  you 
could  do  your  planning? 

Their  data  is  available.  I  don't  know  as  though  it  has  any 
relevance  to  our  planning. 

You  have  no  interest  in  the  data  that  is  generated  by  the  Fed¬ 
eral  Power  Commission? 

Not  all  of  their  data  is  of  interest  to  us.  Some  is. 

Don't  you  know,  Mr.  O'Connor,  that  the  Pacific  region  in  terms 
of  the  development  or  undevelopment  of  hydro  capacity  consists 
of  the  states  of  Washington  and  Oregon,  that  they  are  not  in 
the  mountain  region? 

I  didn't  know  that? 

You  didn't? 

No. 

Do  you  know,  Mr.  O'Connor,  what  the  figure  is  for  the  state  of 
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Washington  alone  in  terms  of  undeveloped  hydro  capacity  for 
which  engineering  feasibility  has  been  done? 

No,  sir,  I  have  no  idea. 

Do  you  know  what  state  in  the  United  States  has  the  most 
development  of  installed  capacity  for  hydroelectric  plants? 

No . 

You  didn't  know  that  was  the  state  of  Washington? 

No,  sir. 

Would  you  be  surprised  to  learn,  sir,  that  the  state  of  Wash¬ 
ington’s  capacity  of  developed  hydroelectric  plants  is 
12,363  megawatts? 

That  has  been  developed? 

Yes,  sir. 

No,  I  wouldn't  be  surprised  at  that. 

Or  that  they  have  undeveloped  capacity  for  which  the  engineer¬ 
ing  feasibility  surveys  have  been  done  by  the  Federal  Power 
Commission  of  22,355  megawatts? 

Energy? 

You  don't  know  the  term,  installed  capacity? 

Oh,  yes,  I  know  what  installed  capacity  is. 

That's  the  term  I  have  been  using  throughout. 

No,  I'm  not  surprised  at  that  figure  at  all. 

Having  checked  during  the  noon  hour  to  determine  what  the 
amount  of  capacity  is  that  you  seek  from  the  two  hydro  facil¬ 
ities  --  one  facility,  actually,  numbers  two  and  four  -- 
Two  facilities. 

Two  facilities?  You  call  it  two  facilities?  Fine.  Buffalo 
Rapids  No.  4  and  Buffalo  Rapids  No.  2  --  the  figure  that  you 
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gave  us  was  how  much  in  terms  of  -- 
Two  hundred  sixty-four  megawatts. 

You  gave  us  two  figures.  What  was  the  other  one? 

One  hundred  and  twenty  megawatts  of  energy  capability. 

And  264  megawatts  of  what? 

Installed  capacity. 

Is  it  not  the  case  that  you  informed  the  Federal  Power  Com¬ 
mission  that  the  installed  capacity  for  Buffalo  Rapids  No. 

2  and  4  was  168,000  kilowatts? 

I  don't  know  what  the  filing  said.  The  information  that  I 
gave  the  examiner  at  that  hearing  was  predicated  on  what  the 
engineering  department  told  me  the  capability  of  and  the  cap¬ 
acity  of  Buffalo  Rapids  was. 

What  did  Bob  Labrie  tell  you? 

Two  hundred  and  sixty-four. 

He  was  the  engineering  department  you  consulted  during  the 
noon  hour,  wasn't  he? 

R.oger  Hoffacker  was  with  him. 

But  it  was  Bob  who  gave  you  the  answer  --  Mr.  Labrie,  excuse 
me,  who  gave  you  the  answer? 

I  can't  remember  that  exactly.  Maybe  they  were  both  involved 
in  it . 

MR.  BELLINGHAM:  May  I  ask  a  question  here?  I 
think  I  can  clear  up  something. 

CHAIRMAN  DAVIS:  Why  don't  you  wait  for  redirect 
examination? 

Mow,  Mr.  O'Connor,  why  did  you  tell  the  Bechtel  Corporation 
not  to  consider  in  their  1964  study  Buffalo  Rapids,  High 
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Mountain  Sheep,  long  term  purchases  or  single  purpose  opera¬ 
tion  of  Hanford? 

Because  other  studies  were  being  made  on  those  or  had  been 
made . 

Because  all  of  those  were  in  your  plans  already  for  the  pro¬ 
vision  of  power  for  yourselves,  is  that  right? 

Well,  they  were  at  least  in  the  studies  that  we  were  having 
undertaken.  A  different  engineering  firm  was  studying  High 
Mountain  Sheep.  We  didn't  want  Bechtel  duplicating  that 
study. 

Who  was  studying  the  long  term  purchases  for  you? 

Well,  I  suppose  the  power  procurement  department  of  the  Mon¬ 
tana  Power  Company.  They're  the  ones  who  pursue  long  term 
purchasing. 

There  wasn't  anybody  outside  Montana  Power  Company  who  was 
studying  that  for  you,  were  they? 

No,  sir. 

And  yet  Bechtel  did  believe  in  their  study,  as  expressed  to 
you,  that  thirty  percent  of  your  power  should  be  purchased 
from  outside  sources? 

Well,  they  indicated  how  much  they  thought  it  could  be,  so  in 
1964  we  were  purchasing  considerable  power. 

About  thirty  percent,  and  they  recommended  that  you  stay  on 
that  basis  because  that  was  the  cheapest  way  to  go,  isn't  that 
right? 

They  had  persuaded  Bonneville  to  that  effect. 

You  can  answer  my  question  and  then  you  can  answer  somebody 
else's  question,  Mr.  O’Connor.  My  question  was  that  Bechtel 
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recommended  to  you  that  you  stay  with  that  program  of  buying 
thirty  percent  of  your  power  elsewhere  because  it  was  the 
cheaper  way  to  go.  Now,  isn't  that  true? 

I  think  that ' s  true . 

All  right.  Now,  in  the  course  of  their  analysis  of  hydro¬ 
electric  facilities  which  you  should  expand,  the  general  ap¬ 
proach  that  Bechtel  took  was  to  describe  for  you  a  benefit- 
cost  ratio,  isn't  that  right? 

That  was  part  of  the  study. 

Yes,  the  study,  and  in  order  for  them  to  recommend  that  any 
hydroelectric  project  should  be  expanded  because  it  was  econ¬ 
omic  to  do  so,  they  had  to  come  out  with  more  benefits  than 
cost? 

Well,  I  would  think  so. 

Yes,  and  the  benefit-cost  ratio,  therefore,  of  anything  in 
excess  of  zero  indicated  it  was  economic  for  you  to  pursue 
those  alternatives? 

Not  necessarily. 

I  see,  why  not? 

Because  Bechtel  isn't  infallible  and  their  recommendations  to 
us  were  still  subject  to  the  economic  studies  that  we  wanted 
to  impose  on  those  and  we  did. 

What? 

Well,  we  made  a  lot  of  determinations  about  their  recommenda¬ 
tions  on  the  Missouri  River,  on  Kerr  Dam  and  so  forth,  and 
they  had  to  be  weighed  in  the  light  of  circumstances  that  ex¬ 
isted  in  Montana  about  which  Bechtel  knew  little. 

The  highest  benefit  to  cost  ratio  that  Bechtel  computed  in 
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their  study  was  with  respect  to  the  Kerr  project  where  the 
ratio  was  one  point  three  to  one,  isn't  that  right? 

I  think  that ' s  right . 

And  you  did  not  accept  that  recommendation? 

No,  we  didn't.  We  haven't  yet,  at  least. 

And  for  the  Hauser  project,  the  Thompson  Falls  project, 

Black  Eagle,  Cascade  and  Ryan  --  assuming  Cascade  were  built 
--  all  of  those  projects  also  received  positive  benefit  to 
cost  ratio,  did  they  not? 

Yes,  sir. 

And  you  have  implemented  none  of  those  recommendations? 

We  tried  to  implement  the  Thompson  Falls  one. 

Have  you  put  it  into  effect? 

Not  without  a  license.  We've  asked  for  the  right  to  put  it 
into  effect. 

From  whom  did  you  request  that  permission,  sir? 

Federal  Power  Commission. 

When  did  you  make  that  request? 

Well,  I  can't  exactly  recall  if  the  request  has  been  forma¬ 
lized,  but  in  our  request  to  the  Federal  Power  Commission  we 
made  the  study  --  we  pursued  the  study  that  Bechtel  had  given 
us  and  we  want  to  redevelop  Thompson  Falls,  relicense  it,  on 
the  basis  of  what  Bechtel  recommended. 

Not  without  a  license  will  you  be  able  to  do  that. 

No ,  we  won ' t . 

And  you  won't  get  a  license  unless  you  formally  apply  for  it, 
will  you? 

No,  and  I  can't  tell  you  if  the  formal  application  has  been 
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As  their  chief  executive  officer  up  to  March  1,  1975,  you 
could  tell  me  if  it  had  been  filed  by  then,  can't  you? 

No,  sir. 

You  wouldn't  know  that? 

No,  sir.  I  know  we  have  had  a  lot  of  dealings  with  the  Fed¬ 
eral  Power  Commission  concerning  the  Thompson  Falls  project 
and  whether  the  filing  has  been  actually  formalized,  I  do  not 
know. 

Now,  let's  talk  about  the  Kerr  project  for  a  couple  of  minute 
Mr.  O'Connor.  You  did  give  some  consideration  to  pursuing 
that,  didn't  you? 

Yes,  sir. 

How  many  additional  megawatts  would  that  have  produced? 

I  think  about  ten  megawatts  of  firm  energy  is  the  way  I  re¬ 
call  it. 

And  sixty-four  megawatts  of  peaking  capacity? 

Yes,  sir. 

At  a  total  investment  of  5.31  million  dollars? 

In  1964. 

Even  in  1964  that's  pretty  inexpensive,  isn't  it? 

Not  for  sixteen  years  or  less. 

You  could  only  use  that  for  sixteen  years? 

Yes,  sir. 

Why  was  that? 

Because  the  license  expires. 

Oh,  you  can't  renew  licenses? 

Well,  we  haven't  had  any  luck  so  far. 
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Q  Never  had  a  license  renewed,  huh? 

A  No,  sir. 

Q  What  is  the  longest  period  of  time  for  which  you  have  had  a 
licensed  project  in  operation? 

A  Oh,  let's  see,  we’ve  got  projects  that  have  been  in  operation 
for  sixty  years  I  suspect. 

Q  Now,  on  the  Thompson  Falls  project,  to  which  you  alluded  a 

moment  ago,  how  much  additional  energy  would  that  provide  for 
you? 

A  How  much  additional  energy? 

Q  Yes,  sir. 

A  I  haven't  reviewed  that  study  for  a  long  time  and  I  can't  tell 
you  exactly. 

Q  Twenty-two  point  zero  megawatts,  does  that  figure? 

A  That  may  be  the  peaking  figure.  I'm  not  sure  that's  the 
energy  figure. 

Q  Thirty-nine  point  one  is  the  peaking  figure;  twenty-two  point 
zero  is  the  energy  figure. 

A  That  could  very  well  be.  You  have  the  study  and  have  pursued 
it  carefully. 

Q  Yes,  sir.  I  didn't  inspire  you  about  that  one,  huh? 

A  No,  you  hadn't  asked  me  about  that  one  before. 

Q  I  didn't  ask  you  about  that  in  your  deposition  in  1975  in 
April? 

A  You  mentioned  it,  yes. 

Q  And  the  Hauser  project  would  have  provided  how  much  additional 
capacity . 

A  I  have  no  recollection. 
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You  would  accept  fifty  megawatts  of  peaking? 

On  peaking,  possibly. 

Cascade  reservoir,  what  would  that  have  provided  for  you? 

Very  little  in  the  way  of  generation,  as  I  recall  it.  It  was 
pretty  much  a  storage  reservoir. 

It  was  to  provide  pondage  in  the  Great  Falls  hydro  plants, 
wasn't  it? 

Yes . 

And  what  would  have  been  the  cost  of  that  project? 

I  don't  recall  the  number  and  I  think  Bechtel  recommended 
against  that  project. 

Then  you  didn't  pursue  it? 

No. 

Have  you  in  fact  provided  any  additional  storage  capacity  or 
any  additional  pondage  for  any  of  your  hydroelectric  facili¬ 
ties  in  the  last  eleven  years? 

No,  sir. 

You  wouldn't  say  you  were  upgrading  your  hydroelectric  facil¬ 
ities,  would  you? 

No,  if  that  is  what  providing  additional  pondage  means  --  I 
don't  place  that  particular  construction  on  the  word  upgrade. 
Have  you  tried  to  upgrade  your  hydroelectric  facilities? 
Certainly . 

How? 

By  improvement  of  the  facility,  by  maintenance,  by  installa¬ 
tion  of  different  equipment  than  we  have  in  there  now.  We 
work  constantly  on  our  facilities  to  try  to  keep  them  in  good 
shape . 
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And  indeed,  sir,  there  have  been  substantial  improvements  in 
the  technology  with  respect  to  hydroelectric  facilities  over 
the  years,  has  there  not? 

Oh,  I  don’t  think  that  technology  has  advanced  so  rapidly 
over  the  years. 

k  I 

It  has  not? 

I  don't  believe  it  has. 

Have  there  been  no  improvements  in  hydroelectric  -- 
Oh,  I'm  sure  there  have  been  some  improvements  but  that  tech¬ 
nology  hasn't  advanced  very  materially  in  the  last  several 
years . 

When  you  were  the  vice  president  in  charge  of  operations 
hydroelectric  facilities  were  under  your  responsibility, 
weren't  they? 

Yes,  sir. 

Were  you  not  then  aware  of  the  relative  scarcity  in  many  parts 
of  the  country  of  conventional  hydroelectric  sites  capable  of 
providing  large  amounts  of  peaking  capacity? 

What  period  of  time  was  that? 

While  you  were  vice  president  in  charge  of  operations. 

I  don't  think  there  was  any  shortage  of  peaking  capacity  in 
the  northwest  during  that  period  of  time. 

How  about  since  1967?  Have  there  been  any  shortages  of  peak¬ 
ing  capacity  in  the  Pacific  northwest? 

I  think  there  was  none  until  about  1973.  That's  been  the  firs 
real  serious  shortage. 

And  that  is  the  first  real  serious  shortage  on  any  hydroelec¬ 
tric  system  in  an  awfully  long  time,  isn’t  it? 
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In  the  Pacific  northwest? 


Yes,  sir. 

Oh,  no.  There  have  been  people  that  have  been  short  on  their 
system  before  that  in  the  Pacific  northwest. 

Well,  I  thought  you  just  told  me  that  up  until  1973  there 
wasn't  any  really  serious  shortage? 

Of  peaking  capacity. 

Yes,  sir. 

Yes,  sir,  peaking  capacity. 

And  that  has  been  true,  has  it  not,  for  a  very  long  time. 

There  has  been  an  adequate  amount  of  peaking  capability  in 
the  Pacific  northwest. 

What  can  you  tell  us  about  the  economies  that  have  been  made 
possible  by  the  development  of  reversible  equipment  in  hydro¬ 
electric  facilities? 

Like  pump  storage,  for  example? 

Equipment  that  can  be  used  for  both  pumping  and  generating 
would,  I  think,  be  the  meaning  of  the  term  reversible  equip¬ 
ment  . 

That  generally  involves  pump  storage.  That's  using  the  water 
at  one  period,  reversing  the  turbines  and  pumping  it  back  in 
to  a  reservoir  is  another  period  -- 

Hasn't  anyone  told  you,  Mr.  O'Connor,  that  the  development  of 
reversible  equipment  that  is  to  be  used  for  both  pumping  and 
generating  has  resulted  in  a  very  sharp  increase  in  planning 
and  construction  of  pump  storage  projects? 

Where  there  is  a  need  for  pump  storage  projects,  certainly. 
Are  you  not  aware  of  the  fact  that  it  is  presently  projected 


-334- 


by  the  Federal  Power  Commission  that  over  the  next  fifteen 
to  twenty  years  installation  of  pump  storage  capacity  will 
greatly  exceed  the  installation  of  any  kind  of  conventional 
capacity? 

A  I  would  expect  it  would. 

Q  Do  you  not  agree  that  improvements  in  the  design  and  construe 
tion  of  dams  are  contributing  to  the  economies  of  hydroelectr 
power  developments? 

A  The  construction  of  dams? 

Q  Yes,  sir. 

A  I  don't  know  of  any  dams  right  now  that  are  under  construc¬ 
tion. 

Q  Let  me  see  if  I  can  repeat  the  question  for  you,  sir.  Are 

you  not  aware  that  improvements  in  the  design  and  constructioi 
of  dams  are  contributing  to  the  economies  of  hydroelectric 
power  developments? 

A  Oh,  yes,  that's  happening  on  the  Columbia  River. 

Q  You  certainly  consider,  don't  you,  Mr.  O'Connor,  that  what 
happens  on  the  Columbia  River  affects  you? 

A  It  does,  indeed. 

Q  So  that  the  more  capacity  for  the  delivery  of  either  energy 
or  peaking  to  the  Columbia  River  area  would  certainly  lessen 
the  extent  to  which  you  would  have  to  ship  your  power  out  of 
the  Colstrip  area  into  the  Columbia  River  area? 

A  The  installation  of  capacity  doesn't  guarantee  either  peak  or 
energy.  To  whatever  extent  that  they  can  generate  more  peak 
or  more  energy  in  the  Columbia  River  basin,  all  of  us  together 
in  that  region  will  be  helped. 
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Well,  to  whatever  extent  power  is  generated  in  the  Columbia 
River  basin  for  the  use  of  the  Puget  Sound  Power  and  Light 
Company,  the  Pacific  Power  and  Light  Company,  the  (inaudible) 
General  Electric  Company,  and  the  Washington  Water  Power 
Company  --  to  that  extent,  those  four  applicants  in  this  pro¬ 
ceeding  would  have  less  need  for  power  from  Colstrip,  isn't 
that  true? 

Well,  those  people  are  not  about  to  get  very  much  power  out 
of  the  Columbia  River  basin. 

That's  somebody  else's  question,  Mr.  O'Connor.  My  question, 
I'd  like  you  to  answer  if  you  would,  please. 

And  you  say,  to  the  extent  that  they  get  power? 

Yes,  sir. 

To  the  extent  they  get  power  it  would  help  them. 

And  it  would  diminish  their  need  for  power  from  Colstrip, 
would  it  not? 

If  they  got  any,  it  would  diminish  their  need. 

Let's  go  on  with  some  of  the  other  hydro  projects  that  Bech¬ 
tel  recommended  to  you.  The  Ryan  project,  for  example,  that 

had  a  benefit  to  cost  ratio  of  one  point  zero  four,  assuming 

* 

that  Cascade  was  built.  What  was  the  capacity  provided  for 
that? 

I  don ' t  recall . 

You  said  fifty-three  megawatts? 

That  could  very  well  be. 

MR.  BELLINGHAM:  How  many? 

MR.  SHENKER:  Fifty-three. 

MR.  BELLINGHAM:  Thank  you. 
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Now,  at  the  Rainbow  and  Cochrane  development,  taking  the  two 
of  them  together,  what  did  you  understand  to  be  the  amount  of 
the  capacity,  both  peaking  and  energy,  provided  there? 

I  don’t  recall  that  figure  either. 

Would  you  accept  86.4  megawatts  of  capacity  with  41.5  mega¬ 
watts  of  energy  at  Rainbow? 

I  would  accept  that. 

And  6.0  megawatts  of  capacity  with  3.8  megawatts  of  energy  at 
Cochrane? 

There  wasn't  much  at  Cochrane. 

It  was  the  conclusion  of  Bechtel  in  their  report  to  you,  was 
it  not,  in  1964,  Mr.  O'Connor,  that  competitive  pump  storage 
on  your  system  should  be  indicated  if  you  had  a  system  demand 
for  not  less  than  150  megawatts  of  peaking  capacity  over  the 
next  ten  to  fifteen  years? 

I'm  sure  you  are  quoting  from  the  report.  That  probably  is 
right. 

It  was  also  their  recommendation  to  you,  was  it  not,  that  you 
should  consider  the  use  of  such  hydroelectric  facilities 
wherever  there  was  proximity  to  load  centers  to  minimize  trans¬ 
mission  costs? 

Certainly. 

And  you  would  accept  that  as  a  general  proposition? 

That  was  a  very  profound  recommendation. 

You  would  accept  that  as  a  general  proposition? 

Certainly . 

Because  you  know,  don't  you,  Mr.  O'Connor,  that  the  shorter 
the  distance  between  the  generating  source  and  the  load  center 
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the  better  you  are? 

Normally  that  is  true. 

And  in  1964  when  Bechtel  provided  you  with  its  recommendation! , 
what  did  it  project  would  be  your  energy  and  peak  loads  in 
the  year  1974,  some  ten  years  later? 

I  don't  know  that  figure  at  all. 

Would  you  accept  1,102  megawatts  for  peak  and  723  megawatts 
for  energy? 

I  suspect  those  numbers  came  from  the  report. 

And  by  1980  for  peak,  1,402  megawatts,  and  for  energy,  910 
megawatts? 

I'm  sure  those  figures  must  have  come  from  the  book,  too. 

Where  would  they  have  gotten  those  figures? 

I  suppose  the  basis  for  some  of  those  figures  could  have  very 
well  been  predicated  on  information  that  they  got  from  us. 
Well,  as  a  matter  of  fact  they  said  so  in  their  report, 
didn't  they,  that  that  was  the  only  source  of  their  projection^ 
of  your  load  gross,  is  that  right? 

That's  probably  right. 

Now,  yesterday,  Mr.  O'Connor,  you  were  also  talking  with  Mr. 
Bellingham  about  the  Corette  Station  along  with  some  of  the 
other  plants,  and  the  Corette  Station  at  the  moment  is  the 
only  coal  fired  generating  plant  that  the  Montana  Power  Comp¬ 
any  operates,  is  that  right? 

Yes  . 

What  was  the  cost  per  megawatt  of  the  construction  of  the 
Corette  Station? 

Well,  my  recollection  is  that  it  was  about  $125.00  or  some- 
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thing  in  that  general  area  per  kilowatt,  which  would  be  -- 
did  you  ask  for  megawatt? 

That's  all  right,  you  can  tell  me  per  kilowatt. 

A  hundred  and  twenty-five  dollars. 

Per  kilowatt? 

Yes. 

Did  your  cost  of  construction  in  any  way  include  operating 
expenses? 

Not  as  a  part  of  the  cost  of  construction. 

Do  you  know  what  those  operating  costs  are  per  kilowatt? 

No,  I  can't  tell  you. 

They  certainly  would  have  to  include  the  hauling  of  coal, 
would  they  not? 

Oh,  yes. 

And  you  do  haul  coal  for  a  distance  of  some  180  miles  from 
Colstrip  to  the  Corette  Station,  do  you  not? 

No,  about  a  hundred  miles. 

About  a  hundred  miles? 

Yes. 

And  you  knew  you  would  have  to  do  that,  of  course,  when  you 
built  the  Corette  Station? 

Yes,  sir. 

So  that  was  planned  into  your  original  calculations? 

Yes,  sir. 

And  you  didn't  build  that  plant  in  order  to  waste  monev ,  you 
built  it  in  order  to  best  provide  the  electricity  at  the  most 
reasonable  rates  and  in  order  to  maximize  the  return  on  your 
investment  for  your  stockholders,  didn't  you? 
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Well,  we  built  it  because  it  was  the  most  reasonable  source 
of  power  that  we  thought  we  could  develop. 

While  rendering  service  to  your  customers  at  the  most  reason¬ 
able  rate  and  making  the  most  reasonable  return  for  your 
stockholders? 

These  were  considerations,  yes. 

What  was  the  cost  of  hauling  coal? 

At  the  time  we  built  the  Corette  Station? 

Yes. 

This  is  from  memory  but  I  recall  it  was  something  less  than 
a  dollar  a  ton. 

What  is  it  now? 

About  a  dollar  and  a  half. 

Except  for  that  little  diesel  plant  you  have  down  in  Wyoming, 
you  have  no  plants  outside  the  state  of  Montana,  is  that 
right? 

We  have  no  other  generation  outside  the  state  of  Montana. 

Why? 

Well,  we  haven't  been  able  to  get  a  license  on  the  Snake 
River,  would  be  one  reason,  and  we  have  never  tried  to  develop^ 
any  other  potential  outside  the  state  of  Montana  and  we  have 
not  shared  any  of  the  ownership  of  thermal  plants  that  have 
been  built  by  our  sistei  utilities. 

Why  not? 

Well,  the  joint  ownership  of  the  plants  in  our  area  at  least 
is  a  relatively  new  thing.  Most  companies  provide  generation 
and  paid  for  it  and  owned  it  on  their  own  and  joint  participa¬ 
tion  didn't  have  any  particular  attraction  to  these  people 
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until  we  were  interconnected  and  take  advantage  of  the  econ¬ 
omies  of  size  so  that  we  could  go  to  bigger  plants  than  we 
had  previously  built. 

Q  When  were  you  interconnected? 

A  Well,  we  started  the  interconnection  very,  very  early  in  the 

century,  the  1920's,  and  it  became  a  reality  when  four  or  fivi 
companies  were  concerned  in  the  1940' s. 

Q  I  think  you  told  us  yesterday  that  you  were  first  to  have  a 
cooperative  agreement  with  Washington  Water  Power  Company, 
isn't  that  right? 

A  One  of  the  very  first. 

Q  That's  wrong,  isn't  it.--  1915  was  the  first  interconnection 
and  it  was  not  with  the  Montana  Power  Company  at  all? 

A  Do  you  mean  the  first  interconnection  in  the  United  States? 

Q  No ,  in  the  Pacific  northwest. 

A  I  wouldn't  have  the  faintest  idea  when  the  first  one  was.  We 
were  one  of  the  first. 

Q  You  weren't  trying  to  convey  the  impression  that  there  weren'd 
some  that  preceded  you? 

A  Oh ,  no . 

Q  All  right. 

A  No,  there  have  been  a  number  of  things  happen  that  preceded 

our  activities. 

Q  Try  to  understand  the  time  of  when  it  was  the  companies  became 
interconnected  so  that  it  was  reasonable  to  talk  about  cooper¬ 
ative  ownership  of  plants.  Can  you  fix  some  kind  of  decade 
for  me? 

A  Yes,  I  think  it  probably  would  have  been  --  the  kind  of  inter- 
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connection  we  are  talking  about  would  have  been  in  the  decade 
of  the  ' 50 ' s .  I 

Decade  of  the  '50's  --  and  it  took  you  from  the  beginning  of 
that  decade  some  twenty  years  plus  and  from  the  end  of  that 
decade  some  ten  or  eleven  years  in  order  to  find  your  first 
co-venturer  in  a  plant? 

In  a  joint  venture. 

When  we  looked  at  Exhibit  1  yesterday,  Mr.  O’Connor,  and  when 
you  told  us  about  the  service  area  which  was  Montana  Power 
Company's  in  Montana,  it  looked  like  it  was  an  awful  big  sec¬ 
tion  of  the  state  --  I  guess  it  was  about  thirty-five  percent 
altogether  --  that  is  not  serviced  by  the  Montana  power  Comp¬ 
any,  is  that  right? 

That's  right. 

And  quite  a  bit  of  that  area,  geographically,  is  in  the  north-] 
eastern  part  of  the  state,  isn't  it? 

Eastern  part,  primarily,  and  some  in  the  northeast. 

Who  services  them? 

Montana-Dakota  Utilities. 

Had  you  not  explored  with  Montana-Dakota  Utilities  some  co¬ 
ventures  in  providing  power  for  the  whole  state  of  Montana? 

We  have  done  a  little  discussing  of  it.  It  was  casual  because 
we  don't  have  any  firm  interconnection  with  Montana-Dakota 
Utilities . 

But  you  do  have  some  interconnection  to  the  east  of  your  sys¬ 
tem,  do  you  not? 

Not  with  Montana-Dakota  Utilities. 

With  whom  do  you  have  it? 
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The  Bureau  of  Reclamation. 

•  I 

And  they  have  it  with  the  Montana-Dakota  Utilities,  don't 
they? 

I  think  so. 

And  under  the  agreement  with  the  Bonneville  Administration 
everybody  who  connects  with  somebody  else  has  to  make  sure 
that  the  somebody  else's  connection  can  be  made  available 
to  everyone  else  in  the  Bonneville  system? 

In  the  Bonneville  system. 

Isn't  that  true? 

That's  correct.  That  is  not  true  of  the  Bureau  of  Reclama¬ 
tion  . 

No,  you  connect  to  the  Bureau  of  Reclamation  then  they  have 
to  be  available  to  the  --  for  the  General  Electric  Company? 
Bonneville? 

Yes  . 

Yes,  Bonneville. 

Now,  let's  talk  about  the  service  area  of  yours.  You  told  us 
yesterday  it  was  the  largest  service  area  of  any  privately 
owned  utility  in  the  nation. 

Yes,  sir. 

You  don't  want  us  to  have  the  impression,  do  you,  Mr.  O'Con¬ 
nor,  that  you  serve  the  largest  number  of  customers  of  any 
utility  in  the  country? 

On  the  contrary.  I  would  like  to  have  you  understand  that  we 
have  a  big  service  area  and  a  relatively  small  number  of  cus¬ 
tomers  . 

And  that  derives  from  the  fact,  does  it  not,  that  of  the  43 
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contiguous  states  in  these  United  States,  the  state  of  Mon¬ 
tana  has  the  lowest  density  per  square  mile  of  any  other 
state? 

A  No,  sir. 

Q  Oh,  who  has  less  density? 

A  I  think  Nevada  is  one. 

Q  Anybody  else? 

A  I  don't  know.  This  is  something  I  don't  spend  my  time  study¬ 
ing. 

Q  I  see.  You  did,  however,  spend  enough  time  determining  that 
this  was  the  largest  service  area  geographically? 

A  And  that  is  important  to  me. 

Q  Why  is  that? 

A  Because  we  have  a  responsibility  to  service  that  area. 

Q  Is  it  pretty  difficult  to  service  an  area  in  which  there  are 
no  people? 

A  Well,  there  are  people  in  every  part  of  that  service  area-- 
every  part.  There  just  isn't  a  high  population  density  but 
that  doesn't  minimize  the  fact  that  service  need  be  available 
in  all  parts  of  those  96,000  square  miles  where  people  live. 

Q  How  much  energy  delivers  into  those  96,000  square  miles? 

A  Well,  we  had  a  peak  last  year  of  about  --  this  year,  actually, 

our  peak  was  about  911  megawatts,  our  system. 

Q  Nine  hundred  and  eleven  megawatts,  is  that  right? 

A  Yes,  sir. 

0  About  nine- fourteenths  of  the  total  capacity  of  Colstrip  units 
three  and  fourr: 

A  Nine- fourteenths? 
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Q  Yes. 

A  Colstrip  3  and  4  have  a  capacity  of  --  yes,  it  would  be 

roughly  that,  sure. 

Q  What  was  your  average  energy  last  year  in  that  service  area? 

A  I  think  it  was  more  like  seven  hundred. 

Q  About  fifty  percent  of  the  capacity  of  Colstrip  3  and  4? 

A  Yes,  sir. 

Q  What  is  the  amount  of  energy  distributed  into  the  system  of 
the  Pacific  Power  and  Light  Company? 

A  Mow? 

Q  Sure. 

A  From  where? 

Q  Into  the  whole  system  of  the  Pacific  Power  and  Light  Company, 
what  is  their  megawattage  load? 

A  I  don't  know.  ' 

Q  Those  are  exhibits  in  this  proceeding.  You  haven't  reviewed 
any  of  those? 

A  I  didn't  review  the  exhibits  that  had  to  do  with  how  much  the 
capacity  of  Pacific  Power  and  Light  Company  was.  I  suspect 
that  they  will  be  able  to  testify  for  themselves. 

Q  We  have  to  add  together  all  the  systems  of  all  the  companies 
in  order  to  determine  what  their  total  load  is,  don't  you 
agree? 

A  Yes,  sir,  that  was  done. 

Q  That  was  done  by  somebody  else,  not  you? 

A  Yes,  sir,  that  was  done  by  other  people  beside  me. 

Q  You  didn't  review  them? 

A  No,  sir. 
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Now,  when  we  were  discussing  yesterday,  Mr.  O'Connor,  the 
number  of  residential  customers  in  your  service  area  in  1973, 
you,  of  course,  had  quite  recently  reviewed  those  numbers  so 
they  were  fresh  in  your  mind,  right? 

Yes. 

And  those  numbers,  as  I  understand  it  from  your  examination, 
which  the  Hearing  Examiner  admitted  yesterday,  were  derived 
from  statistics  provided  on  a  monthly  basis  from  meter  hook¬ 
ups,  is  that  right? 

Well,  that's  the  way  they  arrive  at  those  statistics. 

It  wasn't  an  actual  census  taking? 

Oh,  no. 

You  must  have  some  rule  of  thumb  formula  as  to  every  time 
there's  a  meter  hookup  that  represents  "X"  number  of  people. 
This  had  nothing  to  do  with  the  number  of  people.  It  was  the 
number  of  customers.  I  suspect  that  the  number  of  customers 
we  have  represents  a  great  many  more  people  than  that.  It's 
certainly  more  than  one  person  per  household. 

I  see.  The  figures  you  were  giving  us  yesterday  with  respect 
to  unit  users,  irrespective  of  the  number  of  people  involved 
in  the  unit-- 
They  were  customers. 

All  right.  And  do  you  know,  Mr.  O'Connor,  whether  there  were 
any  customers  that  have  more  than  one  meter? 

Well,  certainly,  I  know  there  are  customers  who  have  more  tharu 
one  meter.  They  may  own  several  houses.  They  mav  have  two 
houses.  That's  not  unusual  for  some  people. 

Like  an  apartment  house,  for  example?  They  have  lots  of  meter 


-346- 


in  that  unit,  wouldn't  they? 

Some  apartment  houses  do;  some  furnish  the  electricity  and 
only  have  one. 

And  it  kind  of  varies  from  place  to  place,  doesn't  it? 

Yes,  it  varies. 

And  then  Mr.  Bellingham  asked  you  in  terms  of  percentages 
yesterday  and  you  gave  him  some  figures  based  upon  the  number 
of  customers  after  first  wanting  to  give  him  some  figures  on 
usages.  Let  me  give  you  that  opportunity.  What  are  the 
percentages  for  the  number  of  residential  customers  by  usage 
of  electricity? 

Something  just  over  twenty- four  percent. 

And  what  is  the  percentage  for  commercial  customers? 

I  think  probably  something  just  under  that,  maybe  twenty-thre 
percent . 

And  for  industrial  that  would  be  about  the  rest? 

Well,  there's  governmental,  there's  other  utilities,  there's 
inter-company  usage,  but  the  balance  then,  after  those  were 
taken  off,  would  be  residential  --  would  be  industrial. 
Something  in  excess  of  forty  percent? 

Yes,  sir. 

What  were  the  number  of  residential  customers  of  the  Montana 
Power  Company  in  1963? 

I  don't  remember. 

In  1965? 

I  don't  remember. 

In  1968? 

I  don't  remember. 
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I  don ' t  remember . 

In  1972? 

I  don't  remember. 

You  only  reviewed  two  years'  statistics? 

Yes  ,  sir . 

Why  was  that? 

I  was  interested  in  knowing  what  the  last  two  years  --  how 
many  customers  we  had.  What  we  had  in  ancient  times  was  not 
of  particular  interest  to  me. 

Did  you  get  some  sort  of  a  trend  out  of  the  last  two  years? 

Oh,  I  think  we've  gotten  a  real  trend  out  of  the  last  two 
years .  Yes ,  sir . 

O.K.,  let's  talk  about  the  last  couple  of  years  for  just  a 
moment,  Mr.  O'Connor.  It  is  true,  is  it  not,  sir,  that  if  you 
take  out  the  months  of  November  and  December  of  1974  and  look 
at  those  alone  you  will  find  a  load  growth  in  vour  system 
that  is  much  closer  to  zero  than  it  is  at  five  point  two  five  I 
percent? 

I  never  have  taken  out  two  months  and  tried  to  predicate  the 
load  growth  on  it. 

Well,  let's  take  January  and  February  of  1975  and  add  those 
on  to  it.  Have  you  ever  tried  to  do  that? 

No,  sir.  We  don't  try  to  predicate  load  growth  on  one,  two, 
three  or  four  months.  We  try  to  take  a  period  of  time,  a 
substantial  period  of  time. 

Are  you  not  aware,  sir,  of  any  study  that  has  been  done  nation 
ally  on  the  actual  decrease  in  growth  of  loads  in  systems 
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beginning  in  the  fall  of  last  year  that  is  radically  differ¬ 
ent  from  system  growths  in  any  prior  time  in  history? 

Yes,  I  understand  there  are  those  studies. 

You  dismiss  those  out  of  hand? 

Oh,  no,  I  think  you  rationalize  what  has  happened  though. 

Do  that  for  me,  will  you? 

I  can  tell  you  why  some  of  that  load  growth  has  diminished 
on  Consolidated  Edison  system,  for  example.  They  sell  resi¬ 
dential  power  for  about  ten  cents  a  kilowatt  --  ten  mills  a 
kilowatt  hour.  If  there’s  anything  in  the  world  that  will 
make  somebody  patriotic  and  start  saving  electricity,  it's 
to  have  the  price  of  it  go  to  ten  mills  a  kilowatt  hour,  and 
so  naturally  those  people  are  concerned.  It's  an  economic 
necessity.  On  our  system,  with  electricity  at  about  two  and 
a  half  mills  per  kilowatt  hour,  there  isn't  anywhere  near  the 
inspiration . 

Well,  then,  Mr.  O'Connor,  doesn't  that  sound  like  a  pretty 
good  idea  for  conservation  of  energy?  You  have  prices  go  up 
to  the  point  where  people  will  start  conserving. 

I  think  that  there  is  an  economic  factor  that  all  of  us  watch 
expenditures  a  little  better  when  prices  are  high,  whether  it 
is  for  electricity  or  any  other  thing. 

Then  of  course  you  would  conclude,  would  you  not,  Mr.  O'Connorl, 
that  with  price  increases  on  electricity  there  will  be  a  dim¬ 
inution  of  demand  of  electricity? 

Wot  until  the  price  gets  fairly  high.  I  think  it  will  have 
some  effect. 

The  higher  the  price  goes,  the  more  the  effect.  Fight,  sir? 
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Yes. 

And  it  is  also  true,  is  it  not,  that  in  the  Montana  Power 
Company  there  has  been  no  study  of  that  effect? 

We  haven't  had  any  price  increase  in  this  period  of  time  you 
are  talking  about . 

Oh,  let's  go  back  to  your  last  price  increase.  When  was  that 
About  1971  or  1972. 

1971  or  1972.  How  much  was  that  in  percentage  terms? 

Oh,  I  don't  recall. 

Is  eighteen  percent  the  figure  that  sticks  in  your  mind? 

It  might  have  been  for  residential .  It  might  not  have  been 
true  right  across  the  rate  schedule. 

And  when  you  got  whatever  increase  you  did  get  in  your  prices 
for  electricity  for  residential  use  at  that  time,  no  study 
was  made  of  that  effect? 

Well,  w7e  still  study  the  effect  of  load  growth.  We  still 
study  load  growth. 

But  you  did  not  study  the  effect  of  prices  on  load  growth, 
did  you? 

No,  sir. 

And  now  you  have  before  the  Public  Service  Commission  of  the 
State  of  Montana  a  request  for  another  price  increase,  do  you 
not? 

Yes ,  sir . 

How  much  is  that? 

Oh,  on  residential  I  think  it's  in  excess  of  twenty  percent. 

In  excess  of  twenty  percent.  And  accompanying  that  request 
for  a  price  increase  in  excess  of  twenty  percent  you  have  made1 
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no  study  of  the  effect  of  that  price  increase  on  your  load 
growth,  have  you? 

No,  sir. 

Are  you  aware  of  a  gentleman  by  the  name  of  Kent  Anderson? 

No,  I  think  not.  I  don’t  recall  that  name. 

I  would  inform  you,  Mr.  O'Connor,  that  he  is  on  your  witness 
list  for  this  proceeding.  In  fact,  Mr.  Bellingham  referred 
to  him  yesterday  in  his  opening  statement  while  you  were 
here.  Has  anyone  furnished  to  you  any  reports  by  him  on  the 
subject  of  the  effect  of  price  on  energy  demand? 

I  don't  think  they  have  furnished  it  to  me. 

Has  anyone  reported  to  you  of  their  discussions  with  Mr. 
Anderson  on  that  subject?  Excuse  me,  it's  Dr.  Anderson. 

No,  sir. 

Has  anyone  reported  to  you  on  their  meetings  with  members  of 
the  Pacific  Northwest  Utilities  Conference  Committee  at  which 
Dr.  Anderson  reported  his  views  of  the  effects  of  price  on 
energy? 

No,  sir. 

Don't  you  think  it  would  be  a  good  idea  to  take  a  look  at 
that  question? 

No,  sir. 

Why  not? 

Because  I'm  not  interested  in  it.  I'm  interested  in  what  the 
load  growth  is  and  not  necessarily  what  some  guy  theorizes 
what  will  happen  to  load  growth. 

Don't  you  want  us  to  listen  to  Dr.  Anderson  when  he  comes  to 
testify  in  your  behalf  here? 
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A  I  don’t  suppose  I  will.  I  don't  know  if  I'll  be  -- 

Q  You  talked  some  yesterday,  Mr.  O'Connor,  about  the  cooperative 

arrangements  Montana  Power  Company  had  with  folks  in  the 
Pacific  northwest.  Do  you  have  any  such  cooperative  arrange¬ 
ment  with  folks  in  the  Mountain  States  that  are  not  in  the 

\  I 

Pacific  northwest? 

A  We  have  arrangements  with  Utah  Power  and  Light  Company. 

Q  How  about  with  the  Plains  States  east  of  here? 

A  No ,  I  think  we  have  no  arrangements  with  anyone  east  of  here. 

Perhaps  the  Bureau  of  Reclamation,  we  have  some  arrangements 
with  them. 

Q  You've  thought  about  that  some  though,  haven't  you  --  discus¬ 
sions  with  folks  to  the  east  and  to  the  south? 

A  Yes . 

Q  That  would  be  a  good  idea  generally,  wouldn't  it? 

A  I  think  interconnections  are  a  good  idea. 

Q  And  you  do  have  interconnections  with  systems  to  the  west  of 
here  that  are  not  systems  of  the  four  applicants  that  are 
with  you  in  this  proceeding,  is  that  correct? 

A  By  being  interconnected  in  a  total  system  we  have,  in  effect, 
interconnections  with  other  systems,  of  course. 

Q  Yes ,  and  through  that  you  also  have  interconnections  with  the 
Canadian  system,  do  you  not? 

A  The  Canadian  system  in  British  Columbia  is  interconnected 
with  the  Pacific  northwest  system. 

Q  Yesterday,  Mr.  O'Connor,  you  referred  to  your  duty  to  your 
customers  --  we  had  some  wrangling  about  whether  you  were 
supposed  to  tell  us  what  the  law  said  and  you  predicated  an 
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answer  without  respect  to  the  law  as  to  what  your  duties  were 
to  the  customers  --  is  it  not  true,  sir,  that  your  customers 
are  not  at  all  interested  in  whether  the  power  that  they  re¬ 
ceive  comes  from  a  coal-fired  generating  station  so  long  as 
the  costs  to  them  are  not  unreasonable? 

I  think  that  they  are  principally  interested  in  the  cost  of 
power.  We  have  some  customers,  of  course,  who  are  also  in¬ 
terested  in  where  the  power  is  developed. 

What  customers  are  those? 

Well,  I  would  presume  that  Westmorland  Coal  Company  would  be 
a  little  interested. 

Yes,  perhaps  some  other  owners  of  coal  might  be  interested, 
too . 

It  might  well  be. 

As  a  matter  of  fact,  one  of  the  other  folks  that  is  interest¬ 
ed  in  the  development  of  coal-fired  generating  plants  is  the 
Western  Energy  Company,  is  that  right? 

Yes,  sir,  they  sell  coal  to  those  plants. 

And  until  the  Montana  Power  Company  acquired  the  coal  fields 
from  the  Burlington  Northern  predecessor,  the  Montana  Power 
Company  wasn't  interested  in  developing  coal-fired  generating 
stations  either,  was  it? 

Not  until  they  acquired  some  need  for  them,  whether  the  coal 
came  from  Western  Energy  or  whether  it  was  our  own  coal  or 
not,  because  we  certainly  foresaw  the  need  for  thermal  gener¬ 
ation.  That's  why  we  acquired  the  coal. 

When  did  you  buy  the  coal? 

In  1958,  along  in  there  --  1959. 
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Did  you  have  the  need  then? 

No,  sir. 

Since  the  early  1960's,  it  was  your  testimony  yesterday,  sir, 
you  purchased  your  power  from  others  until  you  could  get  new 
buildings  substantially  loaded,  isn't  that  your  language? 
Basically. 

Otherwise,  you  described  for  us  the  scenario  by  which  if  you 
needed  another  five  megawatts  of  power  you  would  have  to 
build  a  180  megawatt  plant  in  order  to  get  the  first  five 
megawatts  out  of  that  plant,  right? 

I  don’t  know  if  I  said  180  megawatts  but  you'd  sure  have  to 
build  some  generation  to  get  it. 

You  don't  have  to  build  1,400  megawatts  in  order  to  get  300, 
do  you? 

If  you  have  a  need  for  1,400  megawatts,  as  the  applicants  do, 
you  have  to  build  1,400  to  satisfy  that  need. 

If  you,  the  Montana  Power  Company,  want  300  megawatts  of 
energy,  you  don't  need  to  build  1,400  megawatts  for  yourselves, 
do  you? 

No,  and  we  aren't  going  to. 

You  are  aware,  are  you  not,  Mr.  O’Connor,  that  the  plans  withH 
in  the  engineering  department  at  the  moment  include  provisions 
for  the  sale  of  surplus  power  out  of  the  Colstrip  units? 

Why  certainly. 

How  much? 

Whatever  the  unused  capacity  is  until  we  grow  into  it. 

How  much? 

Well,  it  depends  on  what  the  loads  are  in  those  particular 
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years.  It  isn't  a  consistent  amount,  the  same  every  year. 

Don't  you  have  a  projection? 

We  have  some  projections,  I  presume,  and  the  engineers  can 
probably  provide  those. 

Do  you  know  what  those  are? 

No,  sir. 

Did  you  have  any  hand  in  developing  the  studies  by  which  it 
was  determined  that  Montana  Power  Company  would  have  some 
surplus  power  that  they  would  be  selling  to  others  that  they 
would  get  from  the  Colstrip  units? 

I  don't  know  what  you  mean  by  did  I  have  a  hand  in  it.  Do 
you  mean  did  I  run  a  calculator  or  a  slide  rule?  I  did  not. 

It  was  a  figurative  term,  sir,  whether  you  participated  in 
the  kinds  of  review  that  you  described  for  me  this  morning, 
oral  discussions? 

Yes,  sir,  I  was  certainly  involved  in  the  oral  discussions. 

You  were  in  favor  of  the  Montana  Power  obtaining  sufficient 
energy  from  the  Colstrip  units  that  you  could  sell  some  sur¬ 
plus  power  over  some  years  until  you  thought  you  might  need 
it,  right? 

Yes . 

And  if  your  load  forecasting  for  the  years  you  think  you  will 
be  sitting  is  off  now,  then  you'll  always  have  surplus  power 
for  sale,  won't  you? 

No,  sir. 

Why  not? 

Because  we  have  a  load  growth  that  we  will  grow  into  that 
capacity  and  if  we  happen  to  miss  by  one  year,  the  projections 


# 

# 


-355- 


(]■ 


1  as  to  when  we  will  grow  into  it,  it  will  simply  mean  we  will 

2  have  surplus  capacity  to  sell  for  one  more  year. 

3  Q  If  your  load  forecasting  is  off  by  more  than  one  year,  you'll 

4  have  an  extra  year  of  surplus  power? 

5  I  A  Could  be.  Might  be  likely. 

i  * 

6  Q  Aren't  you  aware,  sir,  of  studies  that  have  been  performed  by 

7  and  on  behalf  of  the  Edison  Electric  Institute  and  the  Elec- 

8  trie  Power  Research  Institute,  both  of  which  the  Montana 

9  Power  Company  is  a  member  of,  on  the  necessity  of  substan- 

10  tially  revising  the  procedures  for  load  growth  forecasting? 

11  I  A  Oh,  yes,  I  understand  that. 

12  Q  And  none  of  those  studies  on  changing  load  growth  forecasting 

13  have  been  done  by  the  Montana  Power  Company,  have  they? 

14  A  Because  we  weren't  using  -- 

15  I  Q  Have  they  or  have  they  not? 

16  A  No,  sir. 

17  Q  Would  you  like  to  explain  your  answer? 

18  A  Yes.  We  weren't  using  their  method  of  projecting  to  start 

19  with  so  we  didn't  need  to  revise  our  methods.  The  methods 

20  that  were  used  previously  were  that  the  loads  were  doubled 

21  on  these  systems  every  ten  years.  We  have  never  calculated 

22  our  loads  to  double  every  ten  years. 

23  Q  So,  your  loads  are  calculated  for  purposes  of  projection 

24  based  upon  a  historical  base  load  that  removes  your  major 

25  industrial  users,  is  that  right? 

26  A  That's  right. 

27  Q  So ,  to  look  at  the  future  you  look  exclusively  at  the  past? 

28  A  Not  exclusively. 
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Q  What  else  do  you  use  beside  the  past? 

A  Well,  we  use  economic  conditions.  If  we  have  a  depression 

and  it  is  theorized  it  is  going  to  last  for  a  long  time,  we 
would  modify  our  load  growth  pattern. 

Q  You  haven't  done  that  yet,  have  you? 

A  Mo,  we  haven't  had  the  depressions  we  expect  to  have  last  for 
a  long  time.  We  did  in  the  '30' s. 

Q  Well,  there  has  been  something  called  a  recession  by  some 
folks.  Has  that  state  of  the  economic  condition  of  the 
United  States  and  this  part  of  the  United  States  caused  you 
to  revise  your  load  growth  forecast? 

A  Oh,  yes,  we  had  a  discussion  yesterday  about  the  fact  we  had 
conversations  with  the  Anaconda  Company  on  whether  or  not 
this  would  change  the  demands  that  they  would  have.  Anaconda 
seemed  to  be  about  as  vulnerable  to  us  as  anyone  in  this  re¬ 
cession  and  we  had  conversations  about  that.  That's  why  I 
made  the  statement  that  we  don't  just  use  the  historic  trend. 
We  try  and  keep  in  touch  with  our  customers,  with  economic 
conditions,  and  with  the  possibility  of  new  loads  coming  into 
the  area. 

Q  You  wouldn't  want  us  to  conclude  from  your  testimony  this 

morning,  would  you,  Mr.  O'Connor,  when  you  talked  about  the 
additional  forty  megawatts  in  an  electric  furnace  from  the 
Anaconda  Company  pyrometallurgical  and  hydrometallurgical 
facilities  in  Anaconda,  Montana,  that  you  believe  that  there 
will  be  an  additional  forty  megawatts,  do  you? 

A  The  Anaconda  contract  says  there  will. 

Q  Let’s  talk  about  the  Anaconda  contract  then,  Mr.  O'Connor. 
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Actually,  the  Anaconda  contract  provides  for  a  different  rate 
--or  I  should  say  amount  of  power  delivered  from  November  1, 
1973  to  September  1,  1974,  doesn't  it? 

Yes,  sir. 

What  are  those  two  different  figures? 

Well,  I  think  --  I  don't  recall  the  exact  figures  that  they 
are  supposed  to  deliver  but  I  know  that  during  the  course  of 
the  Anaconda  contract  we  are  obligated  to  deliver  more  during 
the  term  of  that  contract  at  different  periods  than  they  are 
obligated  to  take. 

On  the  10th  day  of  January,  1974,  the  most  recent  contract 
was  entered  into  and  provided  for  an  additional  twenty-five 
megawatts  capacity  for  Anaconda  in  that  period  from  November  1  , 
1973,  to  September  1,  1974,  is  that  true? 

Yes,  sir.  That  was,  I  believe,  for  the  projected  arbiter 
plant. 

And  then  the  same  contract,  entered  into  January  of  1974,  it 
called  for  as  of  July  1,  1975,  an  additional  fifty-seven 
megawatts  of  additional  energy,  did  it  not? 

Yes,  sir. 

And  is  it  still  your  testimony  that  the  Anaconda  Company  in 
a  ten  year  period  has  never  had  a  growth  of  as  much  as  forty 
megawatts? 

In  one  year? 

No,  I  believe  your  testimony  this  morning  was  there's  a  forty 
megawatt  increase  coming  from  Anaconda  whereas  in  ten  years 
they  have  never  had  that  much  growth. 

No,  I  didn't  say  that.  I  said  that  in  ten  years  forty  mega- 
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watts  would  be  their  normal  growth  over  a  period  of  ten  yearsl 

Q  Annually? 

A  Oh ,  no . 

Q  What  did  you  mean,  Mr.  O'Connor,  that  over  a  period  of  ten 
years  there  would  be  no  more  growth  at  the  end  of  that  ten 
year  period  than  forty  megawatts? 

A  That  is  what  I  meant. 

Q  That  is  what  you  meant.  And  that's  still  your  testimony,  is 

that  correct? 

A  Yes,  sir. 

Q  Did  you  review  the  Anaconda  contract  before  coming  to  testify 

on  those  figures? 

A  No,  sir. 

Q  What  do  you  believe  to  be  the  highest  amount  of  energy  you  ever 
have  supplied  the  Anaconda? 

A  Oh,  somewhere  in  the  neighborhood  of  200  megawatts. 

Q  When  was  that? 

A  Back  when  they  were  running  the  zinc  plant. 

Q  When  was  that? 

A  Back  in  --  the  zinc  plant  was  cut  out  about  1972,  '73,  some¬ 
where  around  in  there.  That's  speculating  and  guessing.  I'm 
not  sure  of  the  year,  but  I  think  it  was  four,  five  years  ago. 

Q  Well,  the  fact  of  the  matter  is,  there  have  been  fluctuations 
in  the  Anaconda  load  from  the  Montana  Power  Company  from  year 
to  year  of  as  much  as  sixty  megawatts  in  energy,  is  that  not 
true? 

A  When  they  cut  the  zinc  plant  out  they  certainly  dropped  very 
substantially.  Their  load  growth  over  the  history,  just  like 
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I  testified  this  morning,  their  load  growth  over  their  history 
will  not  average  four  megawatts  per  year. 

Q  And  is  it  not  true  that  on  an  annual  basis  there  have  been 
changes  in  the  electrical  loads  submitted  by  the  Montana 
Power  Company  to  the  Anaconda  Company  of  as  much  as  sixty 

.1  I 

megawatts? 

A  Certainly,  when  the  zinc  load  went  out. 

Q  Now,  with  212  megawatts  supplied  to  Anaconda  as  of  July  1, 
1975,  that’s  a  pretty  substantial  chunk  of  the  total  mega¬ 
wattage  supplied  by  the  Montana  Power  Company,  isn’t  it? 

A  Pretty  substantial,  yes. 

Q  And  yet  when  you  do  your  load  growth  forecasting,  you  take 

that  chunk  out  in  order  to  do  your  projecting,  is  that  right? 

A  Yes,  sir.  To  do  otherwise  would  totally  distort  the  projec¬ 
tions  because  of  the  things  that  you  have  mentioned. 

Q  There  is  just  no  way  of  handling  the  Anaconda  growth  on  a 
system  projection? 

A  I  don't  think  so,  no. 

Q  Have  you  asked  anybody  to  take  a  look  at  that  question  for 
you  outside  of  house? 

A  No,  sir. 

Q  Now,  in  giving  an  example  to  Mr.  Bellingham  yesterday  on  how 
you  would  foresee  the  way  to  build  a  new  generating  station, 
you  told  him,  for  example,  you'd  take  a  180  megawatt  facility 
when  you  need  about  100  megawatts  and  that  would  leave  you 
with  about  80  megawatts  when  the  facility  first  comes  on  line 
available  to  your  system.  Do  you  recall  that? 

A  You'd  have  that  much  surplus,  yes. 
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Q  Your  statement  to  him  was,  the  balance  of  the  80  megawatts 

you  would  either  sell  that  at  a  dump  power  price  or  you’d  do 
nothing  with  it  by  putting  it  in  a  spinning  reserve.  Is  that 
right? 

A  One  of  the  two  things. 

Q  Now,  is  that  the  only  way  one  can  go  about  providing  -- 

A  Oh,  there  are  other  ways  that  have  been  done.  We  have  bought 
the  surplus  capacity  out  of  other  people's  generating  plants. 

Q  At  dump  power  prices? 

A  No,  not  at  dump  power  prices.  We  have,  however,  contracted  ( 

for  the  surplus  capacity  of  other  generations  at  an  agreed 
price  until  they  grew  into  it. 

Q  Did  you  not  also  tell  Mr.  Bellingham  yesterday  that  if  you 

had  this  hypothetical  facility  coming  on  line  of  180  megawatts 
when  you  only  need  100  megawatts  for  now,  if  you  already  had 
a  supply  source  from  other  contracts,  you  could  break  some  of 
those  contracts  and  simply  use  the  power  that  you  have  from 
your  generating  plants?  I  ( 

A  You  don't  break  contracts,  or  at  least  we  don't.  The  contracts 
expire  and  normally  they  are  timed  to  expire  so  that  they  wilu 
when  a  generating  plant  is  coming  on. 

Q  Your  forecast  with  Mr.  Bellingham  yesterday  on  hydroelectric 
facilities  was  that  you  foresaw  the  day  when  all  hydro  facil¬ 
ities  of  the  Montana  Power  Company  would  be  used  for  peaking. 

A  Well,  I  perhaps,  in  saying  all,  might  have  overstated  the  case 
because  you  just  can't  dry  up  a  river  during  the  day  while  you 
are  waiting  for  the  peak  hour,  but  I  think  that  most  of  those 
facilities  at  some  time  in  the  future  will  be  used,  and  most 
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of  those  capabilities  will  be  used  for  peaking.  It  has  to 

2 

be  long  after  we  have  much  more  steam  on  the  system  than  we 

3 

have  now. 

4 

Q  You  have  been  using  hydroelectric  facilities  for  a  long  time 

5 

for  providing  energy  in  the  Montana  Power  Company  system, 

6 

haven't  you? 

7 

A  Yes . 

8 

Q  Still  do,  don't  you? 

9 

A  Yes.  As  of  right  now,  most  of  them  --  at  least  a  majority  of 

10 

them . 

11 

Q  Oh,  a  vast  majority,  isn't  it? 

12 

A  Well,  I  don't  know  if  it's  vast. 

13 

Q  Well,  how  much  of  your  power  doesn't  come  from  hydroelectric? 

14 

A  A  hundred  and  eighty  megawatts. 

15 

Q  A  hundred  and  eighty  out  of  nine  hundred  and  thirty  -- 

16 

j  A  No. 

17 

Q  Nine  hundred  and  eleven  -- 

18 

A  Nine  hundred  thirty  peak.  We're  talking  about  energy. 

19 

Q  Oh,  180  out  of  700? 

20 

A  Yes,  and  that  isn't  vast  --  the  difference  isn't  vast  in  my 

21 

1  estimation. 

22 

Q  That's  a  three  to  one  ratio  but  that  isn't  a  vast  majority? 

23 

A  No. 

24 

!  Q  O.K.  Now,  it  is  true,  isn't  it,  Mr.  O'Connor,  that  of  all 

25 

the  means  for  generating  electricity  from  an  individual  plant 

26 

there  are  hydro  alternatives  and  there  are  thermal  alterna- 

27 

tives  and  there  are  nuclear  alternatives,  isn't  that  true? 

28 

A  Those  are  three,  yes. 

j  -362-  1 

Q  And  of  the  three,  it  is  widely  accepted  is  it  not,  sir,  that 
the  one  that  creates  the  least  environmental  impact  is  hydro¬ 
electric? 

A  It  depends  on  who  is  being  harmed.  We  aren't  having  that 
kind  of  reaction  to  the  Snake  River  project. 

Q  Well,  that’s  in  a  scenic  area  or  something  of  that  sort, 
right? 

A  That’s  a  matter  of  interpretation,  too. 

Q  But  the  nature  of  the  protests  on  the  middle  Snake  River 

project,  High  Mountain  Sheep  Dam,  is  not  that  there  is  going 
to  be  environmental  pollution  in  the  air,  is  it? 

A  Am  I  permitted  to  answer  a  question  about  air. 

0  Give  it  a  try. 

CHAIRMAN  DAVIS:  I  think  his  point  is  well  taken] 
MR.  SHENKER:  I’ll  ask  that  the  witness  be  re¬ 
called  so  we  can  put  that  question  to  him  during  the 
course  of  the  air  and  water  quality  certification  pro¬ 
ceedings. 

MR.  O'CONNOR:  I'll  be  happy  to  come.  I  like  it 

here . 

MR.  SHENKER:  You  haven’t  had  any  other  assign¬ 
ments  since  you  came  back  from  Washington,  right? 

Q  Now,  it  is  true  is  it  not,  Mr.  O’Connor,  that  of  the  three 
alternatives  of  providing  electric  power  from  a  generating 
plant  that  at  the  moment  the  cheapest  for  delivery  on  line  at 
the  source  of  generation  is  hydroelectric? 

A  Of  the  existing  facilities  it  is  the  cheapest. 

Q  But  when  you,  the  Montana  Power  Company,  seek  a  return  on  your 


-363- 


1 

2 

3  A 

4  Q 

5  A 
6  Q 
7 

8  A 

9  Q 
10 

11 

12 

13  A 

14  Q 

15  A 

16 

17  Q 

18  A 
19 

20 

21  Q 

22 

23  A 

24  Q 

25  A 

26 

27 

28 


investment  for  your  stockholders,  the  higher  the  investment 
the  higher  the  return  at  a  fixed  percentage,  isn't  that  true? 
The  higher  the  number  of  dollars? 

I  suppose  you  could  put  it  that  way. 

Yes,  dollars. 

V  I 

And  that's  the  way  you  pay  dividends  to  your  stockholders, 
from  the  dollars,  isn^t  it? 

Yes,  sir. 

Now,  again  with  respect  to  the  hydroelectric  facilities,  it 
is  true  is  it  not  that  of  all  of  the  three  alternatives  that 
I  mentioned,  the  one  that  would  create  the  minimum  adverse 
environmental  impact  is  hydroelectric? 

That  again  depends  on  whose  ox  is  being  gored. 

Well,  you  tell  me  about  your  oxen  and  answer  it,  please. 

I  don' t  agree  that  it  has  the  minimum  amount  of  environmental 
impact . 

Why  not? 

Because  hydroelectric  projects,  by  necessity,  must  flood 
valleys,  create  reservoirs,  and  so  forth,  and  that  has  an 
environmental  impact. 

That's  the  only  environmental  impact  from  a  hydroelectric 
facility,  isn't  it? 

No,  sir. 

What  is  the  other  environmental  impact  -- 

The  principal  thrust  against  the  Middle  Snake  project,  if  I 
may  refer  to  that  again,  it's  going  to  interfere  with  fish 
runs,  it's  going  to  interfere  with  fish,  it's  going  to  get 
too  much  nitrogen  into  the  water  and  the  fish  won't  live.  It 


-364- 


isn't  just  confined  to  flooding  a  valley. 

Well,  I  thought  it  was  in  fact  the  flooding  of  the  valley 
which  caused  the  fish  to  be  concerned  with  what  is  coming 
into  the  flood  plan,  wasn't  it? 

/  I 

No,  I  don't  think  the  fish  are  concerned  about  it.  The  theolf 
ogists  are. 

When  the  fish  die? 

Well,  I  don't  know  --  when  they  project  they're  going  to  die. 
Any  other  adverse  environmental  impact  from  hydroelectric 
facilities? 

No,  I  don't  believe  that  there  are. 

And  by  comparing  that  type  of  facility  to  the  other  two  that 
1  mentioned  to  you,  is  it  your  testimony,  sir,  that  the  others 
have  more  minimal  environmental  impact  than  hydroelectric 
facilities? 

I  would  think  they  would. 

Oh,  tell  me  which  ones  you  think  are  more  minimal. 

I  think  a  coal  fired  generating  plant  with  proper  facilities 
to  it  has  a  more  minimal  effect  on  the  environment  --  adverse 
effect,  I  presume  we're  talking  about.  It  has  a  more  minimal 
effect  on  the  environment  than  many  hydro  projects. 

Than  many? 

Yes,  sir. 

What  if  you  were  to  take  one  of  your  existing  hydroelectric 
facilities  here  in  Montana,  rather  than  many  hydroelectric 
projects,  and  expand  it  some  or  more  of  your  present  hydro¬ 
electric  projects,  do  you  think  that  would  have  a  more  or 
less  minimal  adverse  environmental  impact  upon  the  environmen 
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than  a  coal  fired  generating  plant? 

Let  me  take  one  that  I  think  would  have  more.  We’ll  go  back 
to  one  upon  which  you  placed  a  great  deal  of  emphasis  and 
that  was  the  Rainbow  development.  I  think  that  if  the  Rain¬ 
bow  development  took  place,  if  we  raised  the  level  of  that 
reservoir,  that  if  we  flooded  out  the  fish  hatchery  and  the 
Giant  Springs ,  that  it  would  have  a  more  adverse  environmental 
impact  than  that  same  type  and  same  amount  of  generation  woul< 
have  thermally. 

But  you  told  me,  didn't  you,  Mr.  O’Connor,  that  you  didn't 
have  to  flood  out  Giant  Springs  in  order  to  run  the  Rainbow 
pro j ect? 

If  you  want  to  follow  this  sacred  Bechtel  study,  upon  which 
you  have  predicated  so  much  of  your  argument,  you  have  to 
raise  the  level  of  Rainbow. 

I  don't  want  you  to  misunderstand,  Mr.  O'Connor.  I  am  not 
intending  to,  nor  am  I  permitted  by  law  to  engage  with  you, 
sir,  in  argument.  It  is  my  function  to  elicit  questions  and 
then  to  have  them  elicit  answers  from  you.  Now,  with  respect 
to  the  Bechtel  study,  which  you  have  characterized  somewhat 
sarcastically  as  sacred,  you  don’t  want  us  to  infer,  do  you, 
sir,  that  you  do  not  place  substantial  reliance  upon  the  Bech-| 
tel  Corporation  and  its  continuing  work  for  you? 

Certainly  we've  placed  reliance  on  them  but  everything  they 
write  is  not  Holy  Writ. 

And  you  would  say  the  same  with  respect  to  your  other  principa 
contractor  on  the  environment  in  connection  with  the  Colstrip 
project,  the  Westinghouse  Environmental  Science  Division, 
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would  you  not? 

Certainly. 

Not  everything  they  wrote  was  Holy  Writ. 

That's  right. 

Therefore,  the  environmental  analysis  that  was  filed  on  behalf 
of  the  applicants  in  November  of  1973  was  a  fallible  document l 
wasn't  it? 

All  documents  mostly  are  fallible,  except  the  Holy  Bible. 

Then  you  would  expect  that  there  were  errors  made  in  that 
environmental  analysis  from  Westinghouse ,  wouldn't  you? 

Some,  I'm  sure  there  are. 

And  can  you  tell  me,  sir,  why,  under  oath  in  the  interroga¬ 
tories  answered  by  the  applicants  in  this  case,  they  swore 
that  there  were  no  changes  to  be  made  in  that  document? 

Well,  they  may  not  have  recognized  them  as  errors  but  that 
doesn't  change  the  fact  that  they  might  be  there. 

When  the  Corette  station  was  planned,  Mr.  O'Connor,  what  is 
your  testimony,  sir,  as  to  what  additional  plans  then  were  on 
your  drawing  board  for  additional  generating  stations? 

Well,  I  think  at  the  time  the  Corette  station  was  built  we 
were  contemplating  an  additional  steam  generating  station  of 
comparable  size  at  the  same  location. 

And  I  think  yesterday  you  addressed  yourself  to  the  reason 
you  didn't  want  to  go  to  the  same  location  in  part  was  becausi 
you  were  concerned  about  social  obligations,  is  that  right? 
Right . 

May  we  infer  from  that,  sir,  that  you  had  some  doubt  whether 
putting  another  plant  in  Billings  would  constitute  the  minima 
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adverse  environmental  impact? 

A  Yes,  I  think  you  could  conclude  that. 

Q  Certainly  after  the  Corette  plant  went  on  line,  I  believe  you 
told  us  yesterday  that  you  made  some  studies  with  respect  to 
the  comparative  merits  of  the  130  versus  a  330  megawatt  facili¬ 
ty? 

A  Yes,  sir. 

Q  Do  you  recall  who  prepared  that  study? 

A  Well ,  I  think  that  study  probably  was  done  in  house  and  I 

can’t  tell  you  who  did  it  but  I  know  we  must  have  had  --  I 
don’t  recall  specifically  who  made  it  but  there  was  enough  of 
a  speculative  position  here  so  when  we  ordered  the  turbine 
we  ordered  it  in  the  alternate  size. 

Q  When  you  did  the  study  for  projecting  as  much  as  330  megawatts 
of  an  additional  unit  as  compared  to  180  megawatts  for  an 
additional  unit,  that  was  in  March  of  1970  was  it  not? 

A  I  think  that's  about  the  time  that  was. 

0  At  that  time  it  was  your  assumption  that  fifty  percent  of  the 

peak  and  energy  would  be  sold  as  surplus,  true? 

A  I  think  that’s  probably  a  very  correct  statement. 

Q  Then  one  year  later,  you  and  the  Puget  Sound  Power  and  Light 
Company  decided  that  you  would  each  take  350  or  330  megawatts 
of  facility  which  you  subsequently  called  Colstrip  Units  1  an- 
2,  correct? 

A  Right . 

Q  So  we  should  infer,  should  we  not,  sir,  that  by  that  time  you 
still  were  operating  on  the  assumption  that  fifty  percent  of 
the  power  that  you  would  take,  namely  350  megawatts  from 
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Colstrip  Units  1  and  2,  would  be  sold? 

I  think  by  that  time  we  might  have  modified  that. 

By  how  much? 

I  don’t  remember. 

Do  you  recall  what  the  load  factor  was  that  was  projected  for 
Colstrip  Units  1  and  2? 

No,  sir. 


What  is  a  load  factor? 

Well,  that's  the  percentap,e  of  time  affected  when  the  plant 
is  running  at  capacity. 

What  is  the  hoped  for,  commonly  expectable  design  load  factor 
at  which  the  Montana  Power  Company  seeks  to  build  its  gener¬ 
ating  facilities? 

Thermal ? 

Yes  . 

I  believe  about  eighty  percent  load  factor.  We  hope  to  do 
that.  Sometimes  it  doesn't  work  out  that  way. 

In  hypothetical  terms,  Mr.  O'Connor,  doesn't  that  mean  you 
build  a  plant  with  an  eighty  percent  load  factor  which  with 
a  ninety  percent  load  factor  could  produce  just  that  much 
more  power  from  that  same  plant? 

Yes,  sir,  if  you  could  operate  it  at  ninety  percent  load  fac¬ 
tor  you  could  produce  more  power. 

So,  if  you're  dealing  with  100  megawatts  of  theoretical  poten 
tial  capacity  from  a  plant  and  you  operate  at  eighty  percent 
design  load  factor,  then  you're  losing  twenty  percent  of  the 
capacity  of  the  plant,  aren't  you? 

At  times  --  on  an  average  you  would. 
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Are  you  not  aware,  sir,  of  the  designs  of  load  factors  in 
excess  of  ninety  percent  for  coal  fired  thermal  generating 
stations? 

Yes,  as  a  matter  of  fact  we  operate  ours  at  higher  than 
ninety  percent  but  on  an  annual  average  we're  pretty  lucky 

\  '  I 

to  get  eighty. 

Are  you  aware  of  any  coal  fired  thermal  generating  stations 
which,  on  an  annual  basis,  find  that  they  get  in  excess  of 
ninety? 

I'm  not  aware  of  any  but  that  could  very  well  be. 

Do  you  think  it's  more  expensive  to  design  for  a  ninety  per¬ 
cent  than  an  eighty  percent  load  factor? 

Well,  I'm  not  sure  it's  all  a  matter  of  design  and  I  wouldn't 
be  in  a  position  to  answer  whether  or  not  it  was  more  expen¬ 
sive  to  design  for  a  higher  load  factor.  I  just  don't  have 
that  kind  of  information. 

But  you're  sure  wasting  a  lot  of  money  by  not  making  use  of 
as  much  of  the  plant  that  you  could  make  use  of  if  you  could 
have  a  higher  load  factor,  isn't  that  right? 

Well,  if  we  could  have  a  higher  load  factor  we  would  accept 
it  and  we  would  do  it  and  the  plant  is  designed  to  do  all  we 
can  in  the  way  of  keeping  it  at  a  high  load  factor.  That 
doesn't  necessarily  mean  you're  going  to  get  it.  That  plant 
may  break  down  some  day  and  your  load  factor  is  shot  to  hell , 
and  it  is  imperative  that  you  take  the  plant  down  occasionall; 
and  overhaul  it  and  this  is  going  to  hurt  your  load  factor. 
It's  something  you  can't  avoid. 

MR.  SHENKER:  Would  the  reporter  read  my  question 
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CHAIRMAN  DAVIS:  I  think  this  is  a  good  time  to 
take  a  ten  minute  recess  while  the  reporter  rechecks 
the  question. 

(Recess  from  2:50  P.M.  to  3:20  P.M.) 

CHAIRMAN  DAVIS:  All  right,  gentlemen  and  ladies, 
let's  go  back  on  the  record.  Marie,  have  you  found 
the  question? 

REPORTER:  Yes,  Mr.  Chairman.  The  question  by 

Mr.  Shenker  was:  "But  you  are  sure  wasting  a  lot  of 
money  by  not  making  use  of  as  much  of  the  plant  that 
you  could  make  use  of  if  you  could  have  a  higher  load 
factor,  isn't  that  right?". 

0  I  would  like  your  answer  now  to  that  question. 

A  Obviously  you're  wasting  money  any  time  your  load  factor 

design  goes  below  what  you  hoped  for,  what  you  planned  for 
or  what  you  might  get. 

Q  Who  is  paying  for  that  when  the  money  is  wasted? 

A  The  rate  payers  of  a  utility  company  pay  for  everything  a 

utility  company  does. 

Q  Now,  Mr.  O'Connor,  we  were  talking  a  little  bit  ago  about  the 
fact  that  the  higher  the  price  of  electricity  the  lower  the 
demand  for  electricity,  your  view  being  there  is  difficulty 
in  determining  how  much  the  effect  is.  You  would  agree, 
would  you  not,  sir,  that  if  each  of  the  five  applicants  in 
this  proceeding  raised  their  rates  of  electricity,  of  course 

with  the  permission  of  their  respective  regulatory  bodies , 
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that  that  should  have  a  greater  effect  on  the  diminution  of 
demand  for  electricity  than  if  Montana  Power  Company  alone 
raised  its  rates? 

Overall,  the  more  diminution  you  have,  the  more  companies 
that  are  involved,  of  course,  the  less  electricity  it's  going 
to  take . 

You  sell  yours  now  for  about  two  dollars  and  fifty  cents  a 
mill  per  kilowatt  hour,  is  that  right? 

About  two  and  a  half  mills  Der  kilowatt  hour. 

4- 

Excuse  me,  that's  what  I  meant  to  say.  Whereas,  the  Washing¬ 
ton  Watev'  Power  Company  is  selling  theirs  for  approximately 
one  point  one  nine  mills  per  kilowatt  hour,  doesn't  it? 

That  sounds  reasonable. 

And  the  Bonneville  Power  Administration  itself  currently  has 
a  rather  substantial  rate  increase  for  their  sales  of  energy, 
don ' t  they? 

I  think  they  have  an  application  before  the  Federal  Power 
Commission  for  a  substantial  rate  increase. 

It's  in  the  neighborhood  of  thirty  percent,  isn't  it? 

Yes,  sir. 

That's  the  highest  rate  increase  ever  in  the  Bonneville  sys¬ 
tem,  isn't  it? 

Yes,  sir. 

What  effect  is  that  going  to  have  on  the  demand  for  power  in 
the  Pacific  northwest? 

It's  pretty  hard  to  tell.  There  are  limitations  on  the  amount 
of  conservation  that  can  take  place  in  a  business  and  an 
industry  and  still  stay  in  business.  I  suppose  the  same  thing 


is  true  in  the  household.  There  is  a  limitation  on  the  amount 
of  conservation  that  can  take  place  and  still  manage  a  house¬ 
hold.  So,  it's  hard  to  tell  what  effect'  it  will  have.  I 
think  that  the  very  low  rates  that  they  have  had  have  to  some 
degree  encouraged  the  use  of  electricity. 

Q  So,  you  would  expect  some  discouragement  now  from  the  use  of 
electricity  as  a  result  of  the  rate  increase,  wouldn't  you? 

A  Well,  this  is  a  reasonable  assumption  but  I'm  not  an  author¬ 
ity  on  the  rates  of  those  other  companies. 

Q  Well,  of  course  if  you  don't  have  any  useful  judgment  for  us 
with  respect  to  the  effect  of  the  rates  of  other  companies, 
then  you  wouldn't  be  able  to  tell  us  to  what  extent  the  other 
companies  have  a  need  for  power  if  their  rates  were  higher 
than  they  are  now. 

A  Well,  on  those  companies  we  would  have  to  rely  on  the  numbers 
that  they  have  given  us . 

0  In  fact,  Mr.  O'Connor,  you  have  told  us  several  times  in  the 
course  of  your  direct  examination  that  you  can't  buy  power 
from  some  of  these  other  folks  because  they  need  all  they  can 
get.  That's  based  upon  what  they  have  told  you,  isn't  it? 

A  That's  based  upon  their  own  load  projections. 

Q  You've  made  those  studies  independent  of  their  own  load  pro¬ 
jections,  haven't  you? 

A  Not  for  those  companies. 

0  Have  you  reviewed  any  load  projections  done  for  any  company 
other  than  the  Montana  Power  Company  by  vour  folks  inside 
house? 

A  We  studied  their  load  projections,  or  have  we  reviewed  them? 
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Made  your  own  studies. 

We  haven’t  made  our  own  studies. 

Of  any  company? 

Of  any  company  except  our  own. 

How,  you  were  telling  us  also  earlier  today,  Mr.  O'Connor, 
about  why  Billings  was  not  an  acceptable  site  for  an  additionj- 
al  power  plant.  Would  the  considerations  that  led  you  to 
move  from  Billings  not  apply  to  locating  a  plant  at  Butte? 

Well,  I  don’t  think  we  ever  contemplated  locating  a  plant 
at  Butte.  I  think  on  the  face  of  it  there  are  some  pretty 
obvious  objections  to  putting  a  plant  there,  but  we  never 
did  study  Butte. 

You  are  on  record  are  you  not,  sir,  as  saying  it's  too  bad 
Butte  doesn't  sit  on  a  coal  deposit  because  you'd  sure  like 
to  put  a  power  plant  there,  knowing  the  folks  in  Butte  would 
welcome  you? 

I'm  on  record  as  saying  that  and  I  reiterate  that  statement. 

The  only  thing  that  you  can  see  from  putting  a  power  plant 
in  downtown  Butte  is  the  absence  of  a  coal  deposit  there? 

And  water  deposit,  if  I  may  use  the  word. 

Deposit  or  water? 

Water. 

Now,  you  were  telling  Mr.  Bellingham  yesterday,  sir,  of  alter¬ 
natives  that  were  pursued  before  you  embarked  on  Colstrip  Un¬ 
its  1  and  2.  We  have  already  gone  into  your  pursuit  of  the 
Buffalo  Rapids  No.  2  and  4.  Tell  me  how  you  pursued  the 
alternative  of  turbines  for  peaking  capacity. 

Well,  our  engineering  people  were  well  acquainted  with  turbines, 
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their  productivity,  their  usage,  and  we  gave  serious  atten¬ 
tion  at  that  juncture  and  at  other  times  of  perhaps  instal¬ 
ling  gas  turbines  for  peaking  capability,  so  that  we  did  have 
some  feel  for  what  we  could  expect  from  turbines.  We  had 
some  feel  for  what  the  power  cost  would  be  for  turbines. 

This  was  before  oil  went  from  two  and  a  half  or  three  dollars 
a  barrel  to  twelve  dollars  a  barrel,  so  we  knew  something 
about  turbines.  I  know  of  a  few  places  where  they  are  in¬ 
stalled  for  energy.  They  are  generally  peaking  units,  and 
that  is  the  only  context  in  which  we  gave  them  serious  con¬ 
sideration  . 

What  is  the  source  of  fuel  for  the  Bird  plant? 

Oil. 

How  much  do  you  pay  for  it? 

Well,  if  we  were  burning  any  we'd  pay  about  eleven  or  twelve 
dollars  a  barrel,  I  suspect. 

Do  you  think  that's  a  current  price  for  oil? 

Yes. 

How  much  are  you  paying  for  the  natural  gas? 

The  natural  gas  is  our  own  supply  in  Wyoming  and  totally  ded¬ 
icated  to  the  Bird  plant.  There  isn't  very  much  of  it. 

How  much? 

How  much  reserves? 

Yes  . 

Oh,  I  can't  tell  you  offhand.  Enough  for  flame  stabilization 
in  the  Corette  plant  and  in  the  Bird  plant  but  not  enough  to 
fire  the  plant. 

Can  you  tell  me  why,  Mr.  O'Connor,  there  is  no  written  study 
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in  the  coffers  of  the  Montana  Power  Company  on  the  subject 
of  pursuing  the  alternative  of  gas  fired  turbines? 

Why  there  are  no  studies? 

Yes,  sir. 

Well,  I  really  can't  tell  you  why  there  aren't  any  studies 

- v  I 

in  the  files.  Gas  fired  turbines  aren't  something  that  need 
a  great  deal  of  study.  You  can  go  and  pick  up  a  specifica¬ 
tion  sheet  off  the  desks  of  General  Electric  or  some  other-- 
Pratton-Whitney--and  find  out  about  gas  turbines.  They  realli 
aren't  something  that  require  a  great  deal  of  study. 

And  you  didn't  give  much  study  to  that  alternate  vou  said 
you  pursued  before  you  went  to  the  Colstrip  1  and  2  alternate 
did  you? 

No,  sir. 

Similarly,  with  respect  to  the  nuclear  alternative,  you 
didn't  pursue  that  one  very  hard  either,  did  you? 

No,  sir.  When  things  become  obvious  and  apparent  at  the 
first  few  inquiries  that  you  make,  there  isn’t  much  sense  in 
spending  a  lot  more  dollars  and  time  on  a  study  of  it. 

Well,  why  is  it  that  nuclear  facilities  didn't  look  attractive 
to  you  and  they  do  look  attractive  to  some  of  the  other  four 
applicants  in  this  proceeding? 

Well,  in  the  first  place  when  they  did  Colstrip  1  and  2,  prob 
ably  the  minimum  sized  nuclear  plant  that  isn't  even  accept¬ 
ably  economically  feasible  is  about  800  megawatts  in  one 
plant,  and  that  was  far  more  than  we  could  accommodate  in  one 
plant  on  our  system  with  Puget  as  a  partner. 

Well,  I'm  interested  in  your  use  of  language.  When  you  had 


a  ratio  of  three  to  one  you  didn't  think  that  was  vast,  but 
now  when  we're  talking  about  eight  hundred  versus  seven  hun¬ 
dred  megawatts,  that's  far  more. 

A  It's  far  more  but  it  isn't  vast. 

Q  And  your  testimony  you  want  us  to  believe  while  you  are  under 

\  I 

oath  here  today,  sir,  is  that  you  couldn't  afford  to  build 
an  800  megawatt  nuclear  facility  while  you  could  afford  to 
build  two  350  megawatt  coal  fired  facilities? 

A  Certainly.  The  difference  in  cost  is  substantial.  The  dif¬ 
ference  in  the  amount  of  reserve  we  would  have  to  carry  is 
substantial  and  the  difference  in  what  the  power  would  ulti¬ 
mately  cost  our  customers  is  substantial. 

0  You  concluded  that  without  having  a  single  written  study  on 
that  subject  prepared  within  your  engineering  department  or 
any  place  else  of  the  Montana  Power  Company? 

A  We  had  studies  on  it  that  indicated  that.  It's  no  problem  to 
find  out  what  nuclear  power  costs. 

Q  You  believe  you  have  written  studies  on  the  subject  of 
nuclear 

A  I  didn't  say  we  had  any  written  studies,  I  said  we  had  stud¬ 
ies  . 

Q  I  see.  Are  those  studies  also  like  the  oral  reviews  you  make? 

A  Could  have  been.  It  isn't  very  hard  to  find  out  what  nuclear 

power  is  projected  to  cost. 

0  This  morning,  Mr.  Bellingham  asked  you  to  guide  us  through  the 
cost  of  developing  the  Colstrip  Units  3  and  A.  Now,  those 
thoughts  were  pretty  well  in  order  by  the  summer  of  1972, 
weren't  they,  sir? 
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I  don't  think  by  the  summer  of  1972.  I  know  that  we  were 
doing  some  studying  with  the  other  companies  with  the  excep¬ 
tion  of  Pacific.  We  were  doing  some  studies  in  the  summer  of 
'72.  I  suspect  it  was  more  in  the  latter  part  of  '72,  the 
last  half  that  those  studies  were  coming  along  pretty  well. 

By  the  last  half  of  '72  you  were  then  proposing  to  build 
2,100  megawatts  of  capacity  at  Colstrip,  isn't  that  right? 
Well,  we  were  at  least  studying  the  feasibility  of  1,400  of 
those  megawatts  and  proposing  to  build  700. 

Colstrip  Units  1  and  2  were  under  construction  at  what  time? 
Well,  construction  on  Colstrip  1  and  2  started  in  about  1973 
or  1974.  I 

By  November  of  1972,  you  and  Puget  already  had  a  fixed  agree¬ 
ment  that  each  of  you  would  take  fifty  percent  of  each  of  the 
first  two  units  of  Colstrip  and  each  would  be  about  350  mega¬ 
watts,  right? 

Right . 

And  by  November  of  1972  you  also  had  at  least  a  letter  of  in¬ 
tent  among  yourselves  and  Puget  Sound  and  Portland  General 
Electric  Company  and  Washington  Water  Power  Company  that  you 
would  share  two  more  units  at  Colstrip,  each  with  700  mega¬ 
watts? 

We  had  a  letter  of  intent  about  the  late  fall  of  '72. 

And  of  that  amount,  the  700  megawatts  for  each  of  two  units 
at  Colstrip,  fifty  percent  was  for  Puget  and  twenty-five 
percent  was  for  you,  right? 

I  think  those  were  the  original  divisions  of  the  plant. 

Tell  me,  sir,  how  did  it  happen  that  in  1973,  when  the  appli- 
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cation  was  filed,  some  seven  months  after  November  of  1972, 
Puget's  need  for  the  Colstrip  power  got  cut  in  half  from 
fifty  percent  to  twenty-five  percent  and  your  need  went  up 
from  twenty-five  percent  to  thirty  percent? 

Well,  the  original  anticipated  participation  was  not  some¬ 
thing  to  which  anyone  was  totally  tied.  It  was  predicated  on 
an  original  interest.  Actually,  Puget  had  fifty  percent  of 
the  site.  They  owned  that  and  they  owned  fifty  percent  of 
the  plants  that  are  going  to  be  there  and  I  think  there  is 
nothing  unusual  about  them  starting  out  at  least  on  the  sup¬ 
position  and  theory  that  they  might  take  fifty  percent  of  the 
future  generation.  As  the  study  moved  along  --  and  Puget  can 
answer  this  better  than  me  --  they  decided  they  didn't  want 
fifty  percent  and  they  decided  that  they  would  like  to  have 
twenty- five  percent. 

Weren't  you  meeting  with  them  though? 

Meeting? 

Yes. 

Occasionally. 

What  was  your  understanding? 

My  understanding  was  they  started  the  study  with  fifty  per¬ 
cent  and  filed  the  application  at  twenty-five  percent. 

Well,  why  ? 

Because  they  didn't  want  fifty  percent. 

Why? 

I  don't  know  that  they  disclosed  their  secrets  to  me. 

How  did  your  interest  rise  in  that  period  of  seven  months  from 
twenty-five  to  thirty  percent  of  1,400  megawatts  from  Colstripf? 
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There  was  nothing  sacred  about  our  twenty- five  percent 
either.  Refined  engineering  studies  and  projections  indica¬ 
ted  to  us  that  it  was  not  impractical  for  us  to  own  thirty 
percent  of  the  plant. 

And  there  was  nothing  sacred  about  the  thirty  percent  either, 
was  there? 

No,  not  until  we  got  our  name  on  the  line  and  committed  to 
it  and  assumed  an  obligation  for  it. 

Well,  you  would  have  been  willing  to  take  twenty-five  or 
thirty  percent,  give  or  take  five  percent.  It  didn't  make 
that  much  difference,  did  it? 

Well,  five  percent  of  1,400  megawatts  would  be  about  seventy 
megawatts  power.  This  is  just  about  one  year's  load  growth. 
It  really  wouldn't  be  a  very  revolutionary  difference. 

At  the  same  time,  Mr.  O'Connor,  that  you  were  proceeding  un¬ 
der  the  non-sacred  assumption  that  there  would  be  four  Col- 
strip  units  with  the  general  sharing  of  percentages  I  des¬ 
cribed  for  you  a  moment  ago  among  the  four  participants ,  you 
also  were  considering  additional  generation  in  stations  2,  3 
and  4,  adding  Units  5,  6  and  7,  weren't  you? 

No,  sir. 

MR.  SHENKER:  Does  the  Hearing  Examiner  have  the 
original  of  Applicants'  Exhibit  16? 

CHAIRMAN  DAVIS:  I  don't  have  the  original;  I 
have  copies.  You  still  have  the  original. 

MR..  BELLINGHAM:  I  have  them  here. 

MR.  SHENKER:  I  wonder  if  the  original  could  be 
furnished  the  Witness,  please? 
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MR.  BELLINGHAM:  The  number  was  what? 

MR..  SHENKER:  Sixteen. 

(Document  handed  to  Mr.  Shenker  by  Mr.  Bellingham.) 

Q  Mr.  O'Connor,  I  hand  you  what  has  been  marked  for  identifica¬ 
tion  as  Applicants'  Exhibit  16  in  connection  with  this  hear- 

.  \  I 

ing.  Do  you  recall  my  having  shown  you  a  copy  of  that  same 
exhibit  when  your  deposition  was  taken  on  April  17,  1975? 

A  Well,  I  have  seen  this  before  and  perhaps  that's  where  I  saw 
it . 

0  You  saw  it  rather  soon  after  it  was  prepared,  didn't  you,  sir: 

A  I  suspect  that  I  did. 

Q  That's  an  exhibit  entitled"Colstrip  Pacific  Northwest  Study”, 
isn't  it? 

A  That's  what  it's  entitled. 

Q  November  17,  1972,  in  house,  Montana  Power  Company? 

A  Right . 

Q  That's  the  one  that  describes  Units  1,  2,  3  and  4  with  the 
sharing  of  percentages  as  I  have  just  described? 

A  That 1 s  the  one . 

Q  And  on  the  second  page  of  that  same  exhibit  there  is  the  col¬ 
umn  that  is  entitled  "Additional  Generations”,  is  there  not? 

A  Yes,  sir. 

Q  And  it  reads  (reading)  :  "Additional  stages  of  generation  de¬ 
velopment  were  studied  as  follows:  Stage  2,  add  Unit  5,  700 
megawatts;  Stage  3,  add  Unit  6,  700  megawatts;  Stage  4,  add 
Unit  7,  700  megawatts.”  That  says  that,  doesn't  it? 

A  That  says  that. 

Q  So,  those  Stages  2,  3  and  4  had  been  studied  by  November  17, 
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1972,  had  they  not? 

Not  with  the  idea  of  construction  of  Stages  2,  3  and  4. 

MR.  SHENKER:  I  move  that  the  answer  be  stricken 
as  unresponsive.  The  answer  to  the  question  could 
have  been  yes  or  no. 

CHAIRMAN  DAVIS:  I  think  he  can  explain  his  an¬ 
swer.  It's  all  in  the  record  anyway.  Overruled. 

Now,  Mr.  O’Connor,  did  you  or  did  you  not,  by  November  17, 
1972,  have  studies  which  were  additional  generations  for  the 
Colstrip  Pacific  Northwest  Study  and  would  add  Stages  2,  3 
and  4  as  described  on  page  two  of  Applicants'  Exhibit  No.  16? 
Would  add  them? 


13  |  Q  Would  you  like  to  have  the  question  read  back,  sir? 

14  I  (Reporter  read  back  question.) 

15  |  A  The  answer  is  yes. 

16  |  Q  You,  of  course,  Mr.  O’Connor,  are  on  record,  are  you  not,  as 

17  |  having  said  that  you  thought  the  Colstrip  site  was  one  that 

18  |  would  be  suitable  for  the  development  of  as  much  as  3,000 

19  |  units  of  capacity? 

20  I  A  Yes.  I  still  say  that. 

21  |  Q  But  if  we  were  to  add  on  Units  5,  6  and  7  on  top  of  Units  1, 

22  I  2,3  and  4,  that  would  be  4,200  units  of  capacity  and  you 

23  |  think  that's  more  than  Colstrip  ought  to  absorb? 

24  |  A  I  think  that's  more  than  you  can  physically  put  on  the  Col- 

25  |  strip  site. 

26  |  Q  And  you  studied  the  environmental  impact  of  having  3,000  units 

27  |  of  capacity  at  Colstrip,  haven't  you? 

28  |  A  No,  sir,  not  that  I  know  of.  Now,  maybe  we  have  but  I  don't 
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know  about  it . 

Q  Why  do  you  not  know  about  it  now  and  why  did  you  know  about 
it  on  April  17,  1975? 

A  I  don't  think  I  knew  about  it  on  April  17,  1975,  either.  We 
have  never  done  any  study  on  Colstrip  No.  5. 

Q  You  remember  when  I  took  your  deposition,  don't  you,  Mr. 

0 ' Connor? 

A  Yes,  sir. 

Q  You  were  under  oath  then,  weren't  you? 

A  Yes,  sir. 

0  I  will  ask  you,  sir,  if  the  following  questions  were  asked 
and  the  following  answers  were  made  on  page  40,  line  20. 

Your  counsel  was  present  at  the  time? 

A  Yes,  sir. 

Q  Mr.  Coldiron? 

A  Yes,  sir. 

Q  (Reading)  Question:  Have  you  seen  any  studies  of  anything 
in  excess  of  2,100  units  at  Colstrip?  Answer:  Yes,  sir. 
Question:  How  much  in  excess  of  2,100  units?  Answer:  Well, 
actually  900  more.  Question:  Nine  hundred  more?  Answer: 

We  have  studied  it  up  to  3,000.  Question:  Who  studied  that 
for  you?  Answer:  The  engineering  department.  Question: 

When  did  the  engineering  department  study  that?  Answer:  In 
the  course  of  planning  the  Colstrip  development.  (End  reading) 
A  I  find  no  reference  to  an  environmental  study  in  that  state¬ 


ment 


MR.  BELLINGHAM:  Sir,  we  request  that  the  Witness 
be  given  an  opportunity  to  review  the  deposition  rathe: 
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MR.  SHENKER:  That's  fine.  We  can  have  him  take 
a  look  at  the  deposition.  Would  you  show  him  a  copy, 


Bill? 

MR.  BELLINGHAM:  Who  has  the  original? 

MR.  SHENKER:  If  you  want  to  see  the  environmental 
part,  Mr.  O'Connor,  that  starts  on  page  39. 

MR.  BELLINGHAM:  Who  has  the  original? 

MR.  CUMMINS:  It  should  be  filed. 


MR.  BELLINGHAM:  I  think  the  original  is  in  your 


file . 

CHAIRMAN  DAVIS:  I  know  there's  a  file  on  it  that 
I  haven't  sorted.  Why  don't  you  let  him  use  a  copy. 

WITNESS:  You  say  it  starts  on  page  39? 

MR.  SHENKER:  Yes,  if  you  want  to  see  the  environ' 
mental  context  which  you  said  wasn't  there,  it  starts 
on  page  39. 

(Witness  reviewed  document.) 

A  I  don't  see  any  reference  to  3,000  megawatt  study  on  the  en¬ 
vironment  in  this  deposition. 

Q  Well,  Mr.  O'Connor,  you  start  on  page  39  -- 

A  And  I  say  on  page  39  --  you  asked  me  (reading) :  "So  your  view 

is  that  the  environment  would  be  harmed  if  there  was  as  much 
as  4,200  units  of  capacity,  is  that  right?"  And  I  answered: 

It  isn't  a  matter  of  harming  the  environment  alone,  it's  a 
matter  of  the  availability  of  resources."  And  then  you  asked 
me:  "Is  there  not  enough  coal  for  4,200  megawatts?"  (End 

reading)  We  had  left  the  environment  at  that  point  and  gone 
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to  coal.  And  I  said  (reading):  ’’Not  immediately  accessible 
to  that.  It  would  be  necessary  to  move  the  site  somewhere 
in  the  interests  of  transportation."  Then  you  asked  me,  "All 
right,  then  let  me  ask  the  question  again,  and  perhaps  I  mis¬ 
understood  your  answer.  Do  you  believe  there  was  sufficient 
economic  reason,  including  the  availablity  of  resource  to  perf 
mit  you  to  build  A, 200  units  of  capacity  at  Colstrip,  that 
that  would  harm  the  environment  or  not?",  and  I  said  -- 

Q  We  are  talking  about  environment  there  -- 

A  We  are  talking  about  environment  and  I  said,  (reading):  "I 

don't  think  I  have  seen  any  study  that  indicated  it  would." 

And  you  said,  "Have  you  seen  any  study  that  indicated  that  it 
would  not?",  and  I  said,  "I  have  seen  no  study  for  4,200  mega4 
watts  at  Colstrip."  (End  reading) 

0  Still  talking  about  the  environment? 

A  Not  necessarily,  no.  We  are  talking  about  4,200  megawatts  at ! 
Colstrip  for  any  reason. 

Q  You  mean  when  I  asked  you  a  question  about  4,200  units  of 

capacity  at  Colstrip,  that  if  it  would  harm  the  environment 
or  not,  after  that  you  weren't  talking  about  harming  the  en¬ 
vironment  in  answering  my  question? 

A  Whether  the  environment  would  be  harmed  or  not,  Colstrip  woul< 
not  accommodate  4,200  megawatts. 

Q  But  you  did  know  of  studies  of  3,000  megawatts  of  capacity  at 
Colstrip,  right? 

A  Yes. 

Q  At  that  point  you  weren't  talking  about  studies  of  environ¬ 
mental  harm  from  3,000  units  of  capacity  at  Colstrip,  is  that 
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1  |  right? 

2  |  A  We  don't  get  to  the  problem  of  environmental  harm  until  we 

3  |  get  to  the  problem  of  building  the  plant.  That's  when  the 

4  |  environmental  impact  study  is  made. 

5  |  Q  O.K. ,  Mr.  O'Connor,  to  read  on  a  little  bit  to  page  41  -- 

6|  we'll  come  back  to  the  environment  again.  Read  it  to  your- 

7  |  self  and  then  I'll  ask  the  questions. 

8  I  (Witness  reads  document.) 

9  I  A  Yes,  I've  read  it. 

10  I  Q  Keep  going,  page  42. 

11  |  (Witness  continues  reading.) 

12  I  A  Yes ,  sir . 

13  |  Q  Now,  Mr.  O'Connor,  is  it  your  testimony  that  you  don't  recall 

14  |  any  discussion  with  anyone  in  the  engineering  department  on 

15  |  the  question  of  the  results  of  their  study  with  respect  to 

16  |  the  environmental  impact  of  building  3,000  units  of  capacity 

17  |  at  Colstrip? 

18  |  A  The  answer  I  stand  on,  just  like  I  made  in  the  deposition. 

19  |  Q  How  about  answering  my  question  first,  then  we'll  see  if  it 

20  I  stands. 

21  I  A  What  was  your  -- 

22  I  Q  We'll  repeat  it  for  you,  all  right?  Do  you  recall  discussion! 

23  |  with  anyone  in  the  engineering  department  of  the  Montana  Powe: 

24  |  Company  on  the  question  of  the  results  of  their  studies  with 

25  I  respect  to  the  environmental  impact  of  building  3,000  units 

26  I  of  capacity  at  Colstrip? 

27  I  A  Yes,  I  recall  discussions  about  that. 

28  I  Q  And  those  discussions  indicated  to  you  who  had  the  responsi- 
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bility  to  make  final  decisions  that  the  Colstrip  site  would 
accommodate  3,000  megawatts  without  damaging  the  environment, 
right? 

A  Right. 

Q  And  that  was  told  to  you  by  the  engineering  department,  Roger 
Hoffacker  and  Bob  Labrie  particularly? 

A  That  was  in  a  discussion  we  had  about  the  capacity  of  the 
site . 

0  Now,  these  were  not  in-depth  studies,  were  they? 

A  No,  sir. 

Q  Why  did  you  have  them  look  at  the  question  of  generating  as 
much  as  3,000  units  of  capacity  at  Colstrip? 

A  In  the  first  place,  to  study  if  the  site  physically  would 

accommodate  3,000  megawatts  of  generation.  Secondly,  if  there 
was  enough  coal  reserve  within  economic  transportation  dis¬ 
tance  to  accommodate  3,000  units  of  generation.  And  in  the 
industry  it  is  not  unlikely  to  find  3,000  units  of  generation 
at  one  site.  Much  more  than  that  is  not  palatable,  generally. 
People  don't  like  to  get  all  their  eggs  in  one  basket,  but 
that  isn't  uncommon.  It  isn't  a  peculiar  number,  but  that's 
about  all  that  site  would  accommodate.  The  studies  that  were 
made  on  it  were  not  at  that  time  made  in-depth.  We  didn't 
have  any  in-depth  study  of  what  1,400  more  megawatts  would  do 
to  that  site. 

Q  But  you  did  determine  as  a  result  of  your  studies  that  it 

would  be  economic  to  go  to  Stage  4  and  produce  4,200  megawatt 
of  capacity  because  that  would  only  be  fifty  seven  dollars  of 
transmission  capital  cost  per  kilowatt  delivered  as  compared 
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to  the  seventy- three  dollars  transmission  capital  cost  per 
kilowatt  delivered  at  the  end  of  Stage  1,  your  2,100  megawatts, 
the  present  proposal,  Colstrip  1  to  4? 

The  transmission  cost  would  be  less,  there  is  no  doubt  about 
that,  which  would  not  be  the  controlling  and  determining  fac¬ 
tors  in  whether  you  went  more  than  3,000  megawatts. 

What  would  control  it? 

Well,  certainly  the  potential  of  the  site  to  accommodate  it 
physically  would  be  one  of  the  things  that  would  control ,  and 
that  site  will  not  accommodate  that  much  generation. 

How  much  would  the  Rosebud  coal  seam  be  able  to  fuel? 

Well,  if  it  were  all  --  the  Rosebud  coal  seam  we  have  there  -*| 
if  it  were  all  dedicated,  it  would  certainly  fuel  more  than 
we  plan  to  build  in  that  area. 

So,  you  wouldn't  need  to  go  to  the  McKay  seam  in  order  to  fuel] 
Colstrip  Units  1,  2,  3  and  4,  would  you? 

The  amount  of  coal  as  dedicated  to  Colstrip  2,  3  and  4  is  all 
that  is  available  for  them,  and  if  we  want  any  more  -- 
Please,  Mr.  O'Connor,  I'd  like  to  have  answers  to  my  questions. 
Do  you  have  to  go  to  the  McKay  seam  or  don't  you  to  build 
Colstrip  1,  2,  3  and  4  and  fuel  with  the  coal  available  at 
Colstrip? 

I  don ' t  think  so . 

Thank  you,  sir.  Can  you  tell  me,  Mr.  O'Connor,  why  the  North- 
central  Power  Study  in  November,  1971,  projected  that  the 
Montana  Power  Company  would  build  3,000  megawatts  of  capacity 
at  Colstrip,  Montana? 

I  don't  think  they  projected  that  they  would. 


28 
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I  beg  your  pardon? 

I  don't  think  that  they  projected  that  they  would. 

You  don't  think  that  the  Northcentral  Power  Study  discussed 
strippable  coal  sites  for  megawattage  of  base  load  mine  mouth 
generating  plants? 

Oh,  yes,  indeed. 

In  their  discussion  of  base  load  mine  mouth  generating 
plants,  you  do  not  believe  that  they  discussed  plant  sizes 
for  the  Colstrip  deposit  at  the  location  of  Colstrip,  Montana' 
Oh,  yes,  I'm  sure  they  studied  that  and  discussed  it. 

What  do  you  think  the  plant  sizes  were  that  they  forecast? 
They  didn't  forecast  that  we  would  build  any.  They  didn't 
say  that  Montana  Power  Company  would  build  5,000  megawatts 
of  generation  at  Colstrip.  I  think  what  the  Northcentral 
Power  Study  said  was  that  the  Colstrip  reserves  would  accom¬ 
modate  that  many  megawatts  of  generation. 

You  don't  disagree  with  that,  do  you? 

No,  as  a  matter  of  fact  it  was  pretty  well  committed  to  that 
much  generation. 

Oh,  where  else? 

Oh,  some  of  it  is  committed  to  Wisconsin  Power  and  Light, 
some  of  it  is  committed  to  Northern  States  Power  Company,  the 
generating  plants  that  they  have  on  their  system. 

Any  place  else? 

Some  of  it  is  committed  to  the  Corette  plant  in  Billings. 

How  far  is  the  Wisconsin  facility  from  the  Colstrip  facility? 
1  can't  tell  you  exactly.  I  would  be  guessing  but  I'd  say 
perhaps  eight  hundred  miles. 
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Is  that  a  long  term  contract? 

Yes,  sir. 

When  was  it  entered  into? 

Oh,  two  or  three  years  ago. 

This  afternoon,  Mr.  O'Connor,  we  were  discussing  your  meetings 
with  folks  in  Washington,  D.  C.,  and  you  reported  to  me  a 
conversation  that  had  taken  place  in  which  you  attributed  to 
Congressman  Melcher  of  Montana  a  statement  to  the  effect  that 
if  Colstrip  3  and  4  were  turned  down,  nobody  would  build  a 
gasification  plant  in  Montana.  Do  you  remember  that? 

Yes,  I  remember  that. 

Actually  what  Congressman  Melcher  said  was  that  if  Colstrip 
3  and  4  were  turned  down  because  they  constituted  too  much 
harm  to  the  environment,  you  couldn't  build  any  other  plants, 
like  gasification  plants,  if  they  had  the  same  amount  of  harm 
to  the  environment.  Isn't  that  what  he  was  saying? 

Well,  that  isn't  the  way  he  said  it  if  that's  what  he  was 
saying. 

There  were  folks  there  who  were  explaining  that  that's  exactly 
what  he  meant,  weren't  there? 

I  don't  know  if  they  explained  anything  to  Congressman  MelcheJ. 
He  has  a  pretty  good  capacity  for  making  his  own  explanations. 
But  Mr.  McElwain's  repetition  of  Congressman  Melcher 's  state¬ 
ment  took  place  after  Congressman  Melcher  left  the  room, 
isn't  that  true? 

I'm  not  sure.  That  could  be,  but  In  any  event  he  said  just 
what  Mr.  Melcher  said. 

And  there  were  people  who  disagreed  with  Mr.  McElwain  that  he 
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was  correctly  putting  into  context  the  thrust  of  what  Con¬ 
gressman  Melcher  explained,  isn't  that  true? 

Yes,  I  think  there  was  some  disagreement  and  some  agreement. 

So,  if  indeed  there  were  some  views  expressed  at  that  meeting 
that  if  in  fact  coal  gasification  plants  constitute  less  harm 
to  the  environment  than  would  the  proposed  Colstrip  Units  3 
and  4,  then  we  can't  infer  that  coal  gasification  plants  are 
not  a  good  idea  when  3  and  4  are  turned  down,  isn't  that 
true? 

I  hope  we  don’t  infer  that  gasification  plants  are  not  a  good 
idea . 

Then  it  is  true  as  of  this  moment,  is  it  not,  Mr.  O'Connor, 
that  you  seek  to  obtain  leases  from  the  federal  government  of 
over  6,000  acres  of  coal  in  order  to  use  that  coal  in  Colstrip 
Units  1,  2,  3  and  4? 

And  to  the  other  customers. 

That  is  true? 

Yes,  sir. 

What  is  the  coal  content  of  any  of  those  acres  of  ground? 
Well,  an  acre  of  ground  in  the  Colstrip  area  has  about  forty 
thousand  tons  of  Rosebud  coal  in  it. 

What  is  the  sulphur  content  of  any  lump  of  coal  in  any  of 
those  acres  of  ground? 

Well,  it  varies  somewhat  on  an  average.  Colstrip  is  probably 
somewhere  between  seven  and  eight  tenths  of  a  percent. 

Isn't  it  true,  Mr.  O'Connor,  that  there  has  never  been  a 
single  test  of  the  sulphur  content  of  the  coal  in  those  six 
thousand  acres  of  ground? 
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I'm  not  sure  whether  those  six  thousand  acres  of  ground  have 
been  drilled  and  tested  or  not.  I  am  talking  about  sulphur 
content  of  Rosebud  coal. 

Which  has  high  variability,  doesn't  it? 

Not  very  high  variability,  no,  sir.  Quite  a  lot  in  the  McKay 
but  very  little  in  the  Rosebud. 

What  is  the  highest  sulphur  content  ever  sampled  in  the  Rose¬ 
bud  seam? 

I  just  can't  tell  you,  sir.  Maybe  someone  who  found  a  sample! 
of  it  I  know  nothing  about. 

Would  you  be  shocked  if  it  was  seven  point  four  percent? 

Sure,  I'd  be  shocked. 

Stick  around  and  be  prepared.  To  continue  on,  Mr.  O'Connor, 
we  were  also  talking  this  afternoon  about  plans  and  prepara¬ 
tions  for  nuclear  facilities.  It  is  true,  isn't  it,  Mr. 
O'Connor,  that  by  far  the  bulk  of  the  planning  now  on  the 
planning  boards,  for  utility  companies  in  the  Pacific  north 
west  for  additional  generating  stations,  are  for  nuclear 
facilities? 

Yes,  sir. 

Why  aren't  you  in  on  that? 

Because  we,  during  the  time  frame  that  any  of  those  plants 
are  scheduled  to  come  off  the  line  and  the  planning  is  com¬ 
pleted  on  them,  we  are  not  interested  if  Colstrip  3  and  4 
go  in  procuring  a  place  in  those  plants.  Later  we  might  be. 
Mr.  O'Connor,  this  is  1975,  sir,  and  you  do  your  planning  on 
a  ten  year  basis,  don't  you? 

Sure . 
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What  plans  do  you  have  for  generating  facilities  beyond 
Colstrip  Unit  4? 

We  don’t  have  any,  and  I  testified  to  that  this  morning. 

We're  going  to  have  to  get  to  planning  it  pretty  quickly. 

Well,  indeed,  sir.  Colstrip  Units  3  and  4  you  propose  to 
have  come  on  stream  in  1979  and  1980,  isn't  that  right? 

1979  and  1980. 

And  you  propose  to  have  deficiencies  in  1981,  is  that  right? 
On  our  system? 

Yes,  sir. 

No,  we  don't  expect  to  have  any  deficiencies  in  1981. 

Oh,  good.  How  about  1982? 

No. 

How  about  1983? 

In  1983  it's  touch  and  go. 

Touch  and  go.  What  plans  do  you  have  to  touch  rather  than  go 
Colstrip  3  and  4. 

Oh,  indeed?  If  you  have  Colstrip  3  and  4  and  you  have  a  de¬ 
ficiency  in  1983,  what  are  you  going  to  do  about  it? 

We'll  probably  crank  up  the  Bird  station  for  a  short  period 
of  time  or  we  might  run  for  just  a  few  days  with  a  little 
less  reserve  than  we  normally  carry. 

Now  reserve,  that's  lost  capacity,  too,  isn't  it? 

No  doubt  about  that. 

Sure.  The  Bird  station,  you  could  crank  that  up  and  run  for 
a  while  if  you  had  a  deficiency,  is  that  right? 

Yes . 

Could  you  do  that  in  '79? 
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I  think  the  Bird  plant  is  already  in  our  calculations  for 
'79.  I'd  have  to  review  that  but  I  believe  they  are. 

You  think  you  have  the  full  capacity  of  the  Bird  plant  in 
your  calculations  for  '79? 

Well,  not  with  Colstrip  1  and  2  on  it  we  don't,  but  without 
them  we'd  certainly  need  it  and  still  be  deficient. 

Well,  in  your  present  load  forecasting,  sir,  do  you  or  do  you 
not  include  the  Bird  plant? 

In  our  forecasting  we  include  the  Bird  plant. 

Is  that  included  for  energy  or  for  peak? 

I  can't  answer  that. 

Your  testimony  as  you  sit  here  today,  sir,  is  that  over  the 
next  ten  years  this  power  company  has  no  plans  for  any  gen¬ 
erating  station  beyond  Colstrip  Units  1,  2,  3  and  4,  is  that 
right? 

That  is  right. 

Well  how,  sir,  are  you  supposed  to  satisfy  your  duties  to 
your  customers  to  make  sure  that  you  are  doing  your  long  range 
planning  over  that  ten  year  period? 

Well,  Mr.  Shenker,  we'll  take  care  of  our  customers  if  we  can 
stop  the  interference  that  we  seem  to  be  subjected  to  in  try¬ 
ing  to  take  care  of  them.  We  will  get  around  to  making  plans 
for  1984  and  1985  in  supplying  our  customers. 

In  your  own  good  time? 

In  time  to  satisfy  their  needs. 

And  that's  really  where  we  are  today,  isn't  it,  Mr.  O'Connor? 
You  decided  in  1972  that  you  wanted  to  build  Colstrip  Units 
3  and  4.  You  decided  that  was  plenty  of  time  in  which  to  make 
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those  decisions  operative,  right? 

A  In  1972  it  was  plenty  of  time  because  we  didn't  have  any 
Siting  Act  in  this  state  in  1972. 

Q  And  of  course  in  your  ten  year  projections  in  1969  you  did 
not  include  Colstrip  3  and  4  for  1978  or  1979,  did  you? 

A  No,  sir. 

Q  And  in  any  ten  year  plan  that  you  had  prior  to  1972  you  had 
no  projections  for  building  Colstrip  Units  3  and  4,  did  you? 

A  Prior  to  1972? 

Q  Yes,  sir. 

A  No,  sir. 

Q  Therefore,  you  really  don't  have  ten  year  plans,  do  you? 

A  We  have  to  have  ten  year  plans  now.  All  plans  are  subject  to 
modification.  We  didn't  necessarily  have  to  have  ten  year 
plans  back  at  that  time. 

Q  Did  you  or  didn't  you? 

A  No,  sir.  We  knew  we  needed  the  power  but  we  didn't  have  any 
specific  plans  on  the  source  from  which  we  would  produce  it. 

Q  This  afternoon,  Mr.  O'Connor,  or  perhaps  it  was  this  morning 
when  Mr.  Bellingham  was  interrogating  you  on  direct  examina¬ 
tion,  you  were  discussing  economies  of  scales.  One  of  the 
principal  reasons  assigned  of  economies  of  larger  plants  over 
smaller  plants  is  that  it  takes  fewer  people,  incrementally 
as  an  increase,  to  run  the  larger  plants  as  compared  to  the 
smaller  plants,  right?  That  means  it  produces  fewer  jobs. 

A  Produces  fewer  jobs,  yes. 

Q  So,  if  your  concern,  Mr.  O'Connor,  is  for  producing  as  many 

jobs  as  you  can  for  the  state  of  Montana,  the  economy  of  scale 


you  have  elected  for  building  larger  power  plants  is  not  the 
way  to  produce  additional  jobs,  is  it? 

Oh,  yes,  you  produce  a  lot  of  jobs  in  the  coal  mine. 

Well,  the  coal  mine  is  going  to  be  used  for  coal  shipped  to 
anybody,  isn't  it? 

Anybody  from  whom  we  have  a  sale. 

Sure,  and  if  you  had  three  350  megawatt  plants  you'd  have  an 
awful  lot  more  folks  at  work  than  if  you  had  one  900  megawatt 
plant,  wouldn't  you? 

We ' d  have  some  more  people  at  work. 

You'd  have  just  as  much  coal  for  the  three  350  megawatt 
plants  as  for  one  900  megawatt  plant,  wouldn't  you? 

Maybe  more. 

Probably  more,  and  you'd  have  more  jobs  in  the  mines  if  you-- 
Oh,  we  can  make  it  more  expensive  if  we  try. 

Well,  let's  see  how  hard  we're  trying  to  produce  jobs,  not 
expenses.  The  economy  of  scale  necessarily  means  that  you 
cut  down  on  wage  expense,  doesn't  it? 

That  is  one  of  the  expenses  that  is  reduced  by  the  economies 
of  size. 

The  other  economy  of  scale  reason  you  assigned  was  the  larger 
the  plant  the  greater  the  reserve.  Therefore,  in  order  to 
reduce  the  reserve,  which  is  wasted  capacity,  you  divide  that 
up  among  the  load  shared  by  other  folks  in  order  to  absorb 
such  a  large  sized  scale.  Which  means  that  instead  of  you 
having,  for  example,  1,400  megawatts  from  Colstrip,  all  that 
reserve  in  your  own  system  wasted,  now  five  different  companie 
get  to  waste  the  same  amount  of  reserve,  isn't  that  true? 


A  It's  not  the  same  amount  of  reserve. 

Q  Well,  isn't  the  reserve  based  upon  the  percentage  from  the 
operating  unit? 

A  Yes,  sir,  and  if  an  owner  has  thirty  percent  of  a  unit,  his 
reserves  are  not  one-half  of  what  they'd  be  if  he  had  sixty 
percent  of  the  reserves.  So,  it  isn't  the  same  amount  of 
reserve . 

Q  Are  you  telling  me,  Mr.  O'Connor,  that  if  a  ten  percent  re¬ 
serve  is  fixed  for  a  1,400  megawatt  facility,  which  I  assume 
is  140  megawatts  -- 

A  Yes,  sir. 

Q  --  if  that  facility  was  owned  and  operated  by  one  utility, 

it  would  be  140  megawatts  but  if  it  were  operated  by  more  than 
one  utility  it  would  be  less  than  140  megawatts? 

A  That  is  precisely  what  I'm  telling  you. 

Q  And  of  course  you  would  believe,  therefore,  that  the  reserve 
projections  made  by  the  individual  applicants  for  this  pro¬ 
ceeding  would  show  that,  right? 

A  I  think  that  they  obviously  show  what  their  reserve  require¬ 
ments  are . 

Q  Still  another  reason  for  your  electing  the  economies  of  scale 
was  that  it  goes  along  with  the  cooperative  attitude  by  which 
one  company  helps  another  and  they  supply  power  from  one  an¬ 
other  when  the  great  necessity  is  there  in  times  of  need  -- 
A  Yes,  sir. 

Q  --  short  falls  of  rain  and  run-offs  of  mountain  streams,  and 
things  of  that  sort,  right? 

A  Right. 
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You  don't  want  us  to  believe,  do  you,  Mr.  O'Connor,  that 
these  voluntary  arrangements  are  anything  more  than  volun¬ 
tary? 

Well,  some  of  the  arrangements  are  other  than  voluntary. 

You  have  interconnection  arrangements,  for  example,  that  are 
required  of  you  other  than  by  contract  into  which  you  vol¬ 
untarily  entered? 

Well,  we  involuntarily  entered  into  the  contract,  of  course. 
And  from  time  to  time  you  revise  or  review  your  contracts  to 
determine  what  you  voluntarily  want  to  do  in  cooperating 
with  others? 

Yes,  sir. 

Isn't  that  right? 

Yes . 

You  addressed  yourself  a  number  of  times,  Mr.  O'Connor,  to 
the  difference  it  made  to  you  at  the  Montana  Power  Company 
when  you  did  or  did  not  have  the  Montana  Utility  Siting  Act. 
It  is  true,  is  it  not,  Mr.  O'Connor,  that  when  the  legisla¬ 
ture  of  the  state  of  Montana  had  before  it  the  proposed  Util¬ 
ity  Siting  Act  that  was  eventually  enacted  into  law,  the  rep¬ 
resentatives  of  the  Montana  Power  Company  advised  the  legis¬ 
lative  committee  that  the  Montana  Power  Company  had  no  plans 
for  building  any  units  at  Colstrip  beyond  Colstrip  No.  2? 

I  don't  have  any  recollection  of  anybody  telling  a  legisla¬ 
tive  committee  that? 

No?  Do  you  remember  having  anybody  on  behalf  of  the  Montana 
Power  Company  so  advise  the  Montana  State  Board  of  Health  and 
Environmental  Sciences  in  January  of  1973? 
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I  think  they  might  very  well  have  told  that  to  the  Board  of 
Health  and  Environmental  Sciences. 

That  was  false,  wasn’t  it? 

No,  we  didn’t  have  any  plans.  We  had  not  perfected  the  plans 
to  build  Colstrip  3  and  4. 

You  had  not  perfected  the  plans  but  you  had  for  many  months 
a  letter  of  intent  among  participating  companies  to  proceed 
with  1,400  megawatts  at  two  additional  units  at  Colstrip, 
isn't  that  true? 

I  think  a  letter  of  intent  to  study  something  is  no  commit¬ 
ment  to  do  it. 

Do  you  remember  my  question? 

We  had  a  letter  of  intent  to  study,  yes,  sir. 

Did  you  have  anyone  on  behalf  of  your  company  tell  that  to 
the  Board  of  Natural  Resources  --  excuse  me,  the  Department 
of  Natural  Resources  --  in  1972  or  the  Board  of  Health  and 
Environmental  Sciences  in  January  of  1973,  or  the  legislature 
of  the  state  of  Montana  in  1973? 

No,  I  don’t  think  that  anyone  would  have  told  them  that.  They 
have  no  assurance  they  were  going  to  do  anything.  We  reached 
agreement  in  Washington  the  other  day  that  we  were  willing  to 
participate  in  a  study  of  coal  gasification  in  Montana.  I 
hope  that  doesn't  commit  us  totally  and  unequivocally  to  do 
it . 

But,  I  hope  you  would  agree  with  me,  sir,  in  the  exercise  of 
candor,  fairness,  honesty  and  sincerity  when  you  meet  these 
regulatory  bodies  of  the  state  and  the  legislature  of  this 
state,  that  you  would  tell  them  that  you  were  already  com- 
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mitted  to  look  at  a  gasification  plant  if  you  were  looking 
at  a  gasification  regulation.  Now,  don't  you  think  that 
would  be  fair,  honest,  sincere  and  candid? 

Oh,  I  don't  know  if  it  is  essential  at  all.  It  seems  to  me 
you  cannot  and  don't  necessarily  want  to  relate  every  thought 
that  we  have  about  some  subjects  which  we  may  or  may  not 
develop . 

Did  anybody  on  your  staff,  Mr.  O'Connor,  tell  you  in  1973  that} 
your  principal  contractor  believed  that  you  could  not  meet 
the  original  schedule  that  you  proposed  for  Colstrip  Units 
3  and  4? 

I  don't  think  that  I  even  had  to  go  to  the  staff.  Contractors 
delight  in  telling  you  that  jobs  can't  get  done  by  the  sched¬ 
uled  date,  and  perhaps  someone  on  the  staff  told  me  that. 

Then  if  they  get  it  done,  they  look  real  good.  And  if  they 
don't,  they've  got  an  out. 

You  knew  that  it  was  originally  a  very  tight  schedule,  didn't 
you? 

Not  if  we  could  have  started  on  it  in  1973  or  shortly  there¬ 
after  . 

Didn't  you  advise  Mr.  Bellingham  on  direct  examination  this 
morning  that  the  original  Colstrip  schedule  was  a  tight  one? 
If  we  had  to  wait  the  600  days  for  an  environmental  impact 
statement  it  was. 

Now  your  testimony  is,  as  I  understand  it,  it  would  not  have 
been  a  tight  schedule  if  you  didn't  have  to  wait  for  the 
Montana  Utility  Siting  Act? 

If  we  didn't  have  to  wait  the  full  two  years.  If  we  had  been 
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able  to  get  a  decision  in  one  year,  it  would  not  have  been  a 
difficult  schedule. 

That's  your  testimony? 

That's  my  testimony. 

So,  you  think  that  if  you  had  gotten  a  decision  by  June  6, 

1974,  it  wouldn't  have  been  a  tight  schedule? 

I  believe  that. 

And  you  believe  that  if  your  contractors  believed  to  the  con¬ 
trary,  they  were  simply  puffing  so  they  would  look  good  when 
they  made  that  schedule? 

I  believe  that,  too. 

Would  you  also  believe  the  same  about  your  co-participants? 

Our  co-participants  believed  it  could  be  made. 

Hasn't  anyone  told  you  that  some  of  your  participants  under 

oath  have  said  in  these  proceedings  that  they  did  not  believe 

that  the  original  schedule  could  be  maintained? 

Wo,  none  of  my  associates  have  told  me  that. 

As  a  matter  of  fact,  Mr.  O'Connor,  the  reason  for  the  delay 

« 

of  Colstrip  Units  3  and  4,  as  formulated  in  September  of  1974,1 
were,  first,  that  the  utilities  had  difficulty  arranging  the 
proper  financing  for  their  obligation  and,  second,  as  a  result 
of  the  revision  of  their  load  forecast  they  no  longer  had  any 
interest  in  maintaining  those  schedules.  Isn't  that  true? 

No,  sir.  At  least  if  it's  true  I  never  heard  it.  Every  one 
of  the  utility  companies  that  are  associated  with  this,  with 
whom  I  have  had  a  discussion,  have  been  anxious  to  proceed 
with  Colstrip  3  and  4  as  expeditiously  as  possible. 

Why  have  some  of  those  participants  rolled  back  schedules  on 
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some  of  their  other  facilities  as  a  result  of  what  they  have 
signed  under  oath  in  these  proceedings  to  have  been  a  revis¬ 
ion  of  their  load  forecasts? 

A  I  guess  you'll  have  to  ask  them. 

Q  That  doesn't  sound  like  they're  terribly  anxious,  does  it? 

A  They  were  anxious  to  build  Colstrip  3  and  4  and  I  don't  know 
what  their  attitude  was  about  their  other  facilities. 

Q  Why  would  there  be  a  greater  anxiety  to  move  ahead  with  Col¬ 
strip  3  and  4  in  Montana  than  to  move  ahead  with  some  other 
facility  in  some  other  state? 

A  You're  asking  me  to  answer  a  question  for  another  company 
about  which  I  know  nothing.  I  don't  pretend  to  answer  for 
them. 

Q  That  doesn't  strike  you  as  a  fair  and  reasonable  approach  to 
the  people  of  the  state  of  Montana,  does  it? 

A  I  would  think  that  they  would  be  doing  the  people  of  Montana 
a  favor  to  spend  their  dollars  here  in  preference  to  some 
other  state. 

Q  Oh,  we're  not  talking  about  not  spending  dollars,  we're  talk- 
about  when  they  spend  their  dollars  and  over  what  period  of 
time,  and  what  the  impact  is  as  a  result  of  that.  Do  you 
think  it's  better  off  for  the  folks  in  Montana  to  have  the 
impact  of  whatever  the  units  are  going  to  provide  earlier 
rather  than  later? 

A  Yes,  sir. 

Q  Well  then,  of  course,  Mr.  O'Connor,  you  would  have  wanted  to 
study  the  question  of  what  the  impact  would  be  on  site  at 
Colstrip  as  a  result  of  bringing  in  Colstrip  3  and  4,  wouldn' 
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you? 

A  Surely. 

Q  Right.  And  you  know,  don't  you,  Mr.  O'Connor,  that  to  this 


day  there  has  not  been  submitted  to  any  official  planning 
representatives  any  study  on  the  part  of  the  Colstrip  project 
management  as  to  the  impact  of  Colstrip  Units  3  and  4  on  the 
site  of  Colstrip,  Montana,  and  its  environs,  from  the  socio¬ 
economic  standpoint. 

A  If  there  haven't  been,  then  the  Department  of  Natural  Re¬ 
sources  have  been  delinquent  in  their  responsibility  under 
the  law.  They  are  supposed  to  make  that  study. 

Q  You  think  the  Department  of  Natural  Resources  should  have 
told  the  folks  in  Rosebud  County  that  this  is  the  plan  the 
division  made  before  the  impact  of  Colstrip  3  and  4? 

A  I  don't  know  what  they  should  have  told  the  people  out  in 

Rosebud  County,  but  I  know  that  they  had  that  responsibility 
under  the  law,  that  we  paid  the  money  so  they  could  do  just 
that . 

Q  Well,  you  mean  your  view  is  that  you  kind  of  wonder  if  maybe 
the  money  you  paid  was  a  donation,  right? 

A  Well,  it's  beginning  to  look  a  little  like  it. 

Q  Did  you  take  that  donation  off  as  a  charitable  purpose  on 

your  tax  return? 

A  I'm  afraid  not.  That's  one  of  the  things  that  bothers  me. 

Q  It's  true,  isn't  it,  Mr.  O'Connor,  that  you  have  provided  for 

the  planners  of  Rosebud  County  and  other  official  planning 
agencies  of  the  state  a  document  called  the  Ken  R.  White  plan? 

A  Yes,  sir. 
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Q  And  that  was  to  determine  the  impact  of  Colstrip  Units  1  and 
2,  wasn’t  it? 

A  The  Ken  R.  White  plan  was  a  flexible  plan  that  contemplated 

perhaps  more  than  Units  1  and  2.  At  least  it  was  a  plan  that 
provided  for  expansion. 

Q  Do  you  believe  the  people  who  prepared  that  plan  understood 
that  to  be  the  case? 

A  I  think  they  understood  it  is  a  plan  that  could  be  expanded 
upon,  yes. 

Q  Do  you  know  Mr.  Stanford  of  the  Ken  R.  White  Company  who  was 
the  principal  responsible  person  in  the  preparation  of  the 
plan? 

A  Wo,  sir. 

Q  Do  you  know  Mr.  Eldon  Rice  of  Rosebud  County? 

A  Yes,  sir. 

Q  Can  you  explain  to  me  why  he  is  laboring  under  the  impression 
that  the  Ken  R.  White  plan  speaks  only  to  Colstrip  Units  1 
and  2? 

A  No,  sir,  I  can't  tell  you  why  he  is  laboring  under  that  im¬ 
pression  . 

Q  Do  you  know  Mr.  Martin  White? 

A  Yes,  sir. 

Q  He's  an  employee  of  the  Western  Energy  Company,  isn't  he? 

A  Yes,  sir. 

Q  Do  you  know  why  he  so  advised  Eldon  Rice? 

A  No,  sir. 

Q  And  do  you  know  why  Paul  Schmeckel ,  who  is,  as  I  understand  it, 
in  principal  responsibility  for  the  Western  Energy  Company  on 
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the  Colstrip  town ,  should  have  said  just  that  under  oath  in 
these  proceedings? 

No,  sir,  I  would  have  no  idea. 

They're  all  wrong,  is  that  right? 

No,  what  I  said  is,  the  Ken  R.  White  plan  is  a  plan  which 

\  I 

provides  for  expansion  and  I  am  sure  that  Mr.  Schmeckel  or 
Mr.  White  did  not  say  anything  contrary  to  that. 

You  read  Mr.  Schmeckel' s  deposition? 

No,  sir. 

Of  course  when  you  tell  us  about  what  causes  or  what  doesn't 
cause  delays  in  the  Colstrip  Units  3  and  4,  your  testimony  is 
solely  based  upon  what  your  staff  has  told  you,  is  that  right 7 
Plus  some  opinions  I  perhaps  have  formed  in  my  own  right. 

You  youself  do  not  get  into  the  day-by-day  operations  in  or¬ 
der  to  determine  what  it  took  in  order  to  move  ahead  on  what 
particular  schedule?  You  had  to  rely  on  staff  to  tell  you 
that? 

Right . 

Hasn't  anybody  from  Puget  Sound  Power  and  Light  Company  in¬ 
vited  you  to  join  them  on  the  Skagit  project. 

I  think  there  have  been  no  formal  invitations  to  us  to  join 
them  at  Skagit.  I  think  there  have  been  some  discussions 
with  some  of  our  people  who  have  repeated  to  us  that  perhaps 
Puget  would  permit  or  solicit,  in  fact,  our  participation  in 
Skagit 

What  is  your  response  to  that? 

Well,  I  told  you  this  morning  and  I  told  Mr.  Bellingham  that 
we  have  no  plans  for  generation  beyond  1983  or  4,  and  once  we 
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get  determinations  on  what  we  do  up  to  then,  then  we'll  have 
to  make  up  our  mind  on  whether  we  want  to  participate  in 
Skagit . 

If  there's  such  a  big  power  crunch  on  these  days,  Mr.  O’Con¬ 
nor,  doesn't  it  strike  you  as  a  little  surprising  that  Puget 
can't  find  partners  for  the  Skagit  project. 

Maybe  they  can.  I  don’t  know  that  Puget  can't  find  them  -- 
partners. 

Do  you  know  Mr.  Leo  Finnegan  of  Puget  Sound  Power  and  Light 
Company? 

Yes,  sir. 

Has  he  not  so  advised  you? 

No.  He  didn't  advise  me  that  they  couldn't  find  partners. 
Now,  among  the  non-existant  alternatives  on  Colstrip  3  and  4, 
as  described  to  Mr.  Bellingham  this  morning,  I  think  you  told 
us  that  turbine  generation  was  one  of  them  but  that  problem 
was  you  couldn't  get  petroleum  products,  right? 

That's  one  of  the  difficulties. 

Right.  How  are  you  going  to  get  petroleum  products  for  the 
Bird  plant  in  1979? 

We  have  a  little  bit  of  petroleum  in  reserve  and  we  don't 
know  that  we'll  get  any  more. 

You  have  just  enough  to  run  the  Bird  plant  from  1979  to  1983? 
We  don't  have  that  much. 

How  long  are  you  going  to  be  able  to  run  the  Bird  plant  with 
what  you  have  in  reserve? 

Well,  I  would  certainly  have  to  look  at  the  schedules  as  we 
have  them  projected  to  answer  that  question,  but  it  isn't  a 
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full  time  operation. 

Some  of  the  time  you  need  it  and  some  of  the  time  you  don’t? 
Sure . 

And  you  don't  know  that  until  the  year  comes,  is  that  right? 
That ’ s  true . 

And  the  reason  you  won't  know  that  until  the  year  comes  is, 
like  the  words  of  Bechtel  and  the  words  of  Westinghouse ,  the 
words  of  Montana  Power  Company  forecasting  are  not  sacred, 
is  that  not  true? 

True . 

They  vary  from  time  to  time? 

They  vary  with  the  weather.  They  vary  with  precipitation, 
our  ability  to  furnish  those  loads. 

And  they  may  vary  with  price  increases? 

Conceivable.  I  don't  have  any  evidence  on  that  before  me. 
They  may  vary  with  the  availability  of  natural  gas,  isn't 
that  right? 

Could.  Could  have  a  substantial  difference. 

And  natural  gas,  of  course,  is  a  product  that  is  closely  reg¬ 
ulated  by  the  Federal  Power  Commission,  is  it  not? 

Not  our  natural  gas. 

Whose  natural  gas  is  regulated  by  the  Federal  Power  Commis¬ 
sion? 

Interstate  gas  companies. 

So,  if  you  wanted  to  get  natural  gas  from  someplace  outside 
of  the  state,  you'd  have  to  get  that  permission  from  the  Fed¬ 
eral  Power  Commission. 

If  it  were  another  state. 
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Right? 

If  it  were  another  state. 


That's  correct,  isn't  it. 

Yes . 

You  investigated  that? 

Oh,  yes. 

Good.  What  investigations  have  you  made? 

About  getting  gas  outside  the  state? 

Yes,  sir. 

We  have  made  repeated  attempts  to  get  gas  from  Wyoming  by 
exploration  and  purchase--repeatedly . 

Do  you  have  any  written  studies  on  that? 

Oh,  I  don't  know,  Mr.  Shenker ,  about  what  written  studies 
there  are.  I'm  sure  there  have  been  communications  with  dif- j 
ferent  companies  that  have  gas,  and  we  do  have  some  geologi¬ 
cal  information  on  Wyoming,  and  we  have  had  in  the  past  some 
seismic  work  done  in  Wyoming  by  our  geological  department. 

The  Montana  Power  Company  is  also  in  the  natural  gas  business 
isn ' t  it? 

We  are  in  the  natural  gas  business,  yes,  sir. 

Does  the  O'Connor  Construction  Company  build  natural  gas 
lines? 

Yes,  sir,  it  has  in  the  past. 

Has  the  Montana  Power  Company  made  any  application  before  the 
Federal  Power  Commission  for  an  additional  allocation  of 
natural  gas? 

Well,  we  made  an  application  before  the  Federal  Power  Commis¬ 
sion  to  try  to  stop  the  export  of  gas  that  was  in  Montana, 
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so  that  we  could  have  it  accessible  to  our  system. 

Were  you  successful  on  that? 

Pardon? 

Were  you  successful  on  that? 

No .  _ 

Now,  have  you  made  application  from  the  Federal  Power  Commis¬ 
sion  to  obtain  additional  natural  gas  from  sources  outside 
the  state  of  Montana? 

No,  sir,  not  that  I  know  of.  They  don't  have  any  to  sell 
that  I  know  of. 

What  is  the  principal  customer  of  the  Bonneville  Power's 
energy  sales? 

In  Montana  or  regional? 

The  whole  system  of  Bonneville. 

I  suspect  that  their  principal  customer  is  the  aluminum  bus¬ 
iness  . 

Yes,  indeed.  Nine  aluminum  companies  receive  thirty-three 
percent  of  the  total  energy  of  the  Bonneville  Power  Adminis¬ 
tration,  isn't  that  true? 

That  could  be  the  number. 

And  by  coincidence  the  amount  of  power  that  the  Montana  Power 
Company  now  seeks  from  Colstrip  3  and  4  --  thirty  percent  of 
1,400  or  420  megawatts  --  is  the  same  amount  as  the  Bonneville 
Power  Administration  recently  has  entered  into  a  contract  to 
supply  to  another  aluminum  company,  isn't  that  true? 

I  don't  know.  I  don't  follow  the  Bonneville  Power  Administra 
tion's  business  minutely. 

Well,  there  is  an  aluminum  company  here  in  Montana  that  is 
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Yes . 

Wouldn’t  you  be  interested  in  supplying  power  to  that  company 
if  you  had  it  available. 

Well,  if  we  had  it  available  and  could  compete  with  Bonne- 

t 

ville,  we'd  kind  of  like  to  supply  it. 

Have  you  not  in  fact  had  discussions  with  Bonneville  with 
respect  to  your  supplying  power  to  the  Anaconda  Aluminum 
Company? 

In  lieu  of  Bonneville? 

Yes. 

A  contractual  arrangement  where  they  would  buy  from  us  in¬ 
stead  of  Bonneville? 

Yes,  sir. 

No,  I  don’t  think  we’ve  had  any  discussions  like  that. 

But  you  have  had  discussions  with  Bonneville  by  way  of 
Stauffer  Chemical  Corporation  whereby  Stauffer  would  buy  its 
power  from  you  instead  of  Bonneville. 

We  have  had  discussions  with  Stauffer. 

Well,  Bonneville  sent  Stauffer  to  you,  didn't  they? 

I  don't  know  who  sent  Stauffer  to  us.  They  didn't  tell  us 
that  Bonneville  sent  them.  They  told  us  that  they  could  not 
get  the  power  from  Bonneville,  who  is  their  present  supplier 
and  they  wanted  to  know  if  they  could  buy  some  power  from  us 
Have  you  read  Mr.  Goldhammer's  deposition? 

No,  sir. 

--  on  the  subject  of  the  Stauffer  Chemical  Corporation? 

No,  sir. 

-410- 


Do  you  know  at  what  rates  power  is  now  supplied  to  aluminum 
companies  by  the  Bonneville  Power  Administration? 

Well,  I  have  a  feel  for  the  rate  for  power  supplied  to  Colum¬ 
bia  Falls,  the  aluminum  plant  at  Columbia  Falls. 

What  do  you  understand  that  to  be? 

V  I 

Oh,  something  under  two  mills  per  kilowatt  hour. 

How  does  that  compare  to  your  prices  for,  say,  residential 
customers? 

Oh,  it’s  higher  than  --  it's  lower  than  our  rates  to  resi¬ 
dential  customers,  very  substantially. 

How  does  it  compare  to  your  price  for  industrial  customers? 

It's  much  lower  than  our  price  to  residential  customers. 

I  said  industrial  customers. 

Industrial  customers. 

Don't  you  think  those  lower  prices  have  some  influence  on  the 
amount  of  power  that  is  sought  by  such  industrial  customers 
as  the  aluminum  companies? 

Certainly. 

Indeed,  in  the  aluminum  business,  they  consider  it  their 
primary  big  reason  to  be  powered? 

I  would  think  so.  It's  a  very,  very  substantial  part  of  their 
cost  of  doing  business. 

Now,  you  talked,  Mr.  O'Connor,  about  the  lead  time  for  build¬ 
ing  a  coal  fired  power  plant,  right? 

Yes,  sir. 

Do  you  have  some  reason  not  to  believe  the  lead  time  set  forth 
in  the  most  recent  west  group  forecast. 

I  haven't  seen  any  projections  of  lead  time  by  the  most  recent 
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west  group  forecast  of  the  economy,  sir. 

You  are  familiar  with  the  west  group  forecast,  aren't  you? 

I  know  who  the  west  group  are. 

Yes,  and  it  doesn’t  include  the  Montana  Power  Company,  does 
it? 

No,  sir. 

Montana  Power  Company  is  a  member  of  the  Pacific  Northwest 
Utilities  Conference  Committee,  isn't  it? 

Yes,  sir. 

Why  isn't  it  a  member  of  the  west  group? 

Well,  if  I  understand  the  west  group  to  which  you  are  re¬ 
ferring,  it's  a  group  of  southwestern  power  companies  in  the 
United  States.  Now,  that's  the  only  west  group  that  I  know 
of. 

You  are  not  familiar  with  the  west  group  forecast  that  in¬ 
cludes  firm  loads  from  the  Bonneville  Power  Administration, 
Portland  General  Electric  Company,  Pacific  Power  and  Light 
Company,  Puget  Sound  Power  and  Light  Company  and  the  Wash¬ 
ington  Power  and  Light  Company? 

Oh,  I  didn't  know  these  were  referred  to  as  the  west  group. 

The  west  group  is  an  association  of  power  companies  that  builcl 
generating  plants  down  in  the  southwestern  part  of  the  United 
States,  and  I  have  been  confused  with  this  group  which  you 
say  have  some  forecasts. 

Right.  The  west  group  actually  consists  of,  under  the  Pacific 
Northwest  Utilities  Conference  Committee,  all  of  the  applicant 
in  this  proceeding  except  you,  doesn't  it? 

I  don't  know.  I  don't  know  anything  about  this  west  group. 
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Have  you  ever  seen  the  west  group  forecast? 

No,  I  haven't  seen  the  west  group  forecast.  What's  so 
shocking  about  that? 

Well,  I  want  to  make  sure  that  we  understand,  Hr.  O'Connor. 
I'll  tell  you  what's  so  shocking  about  that.  I'm  handing  you 
a  copy  of  the  latest  Pacific  Northwest  Utilities  Conference 
Committee's  west  group  forecast. 

Yes,  sir. 

Have  you  ever  seen  that  before? 

No,  I  have  never  seen  it  before. 

Has  anyone  from  your  engineering  department  ever  told  you 
about  the  existance  of  such  a  document? 

I  am  sure  they  have  given  us  information  that  they  probably 
took  from  that  document . 

Well,  it  is  in  fact  regarded  as  the  most  definitive  instru¬ 
ment  for  load  forecasting  for  all  the  participants  in  that 
west  group,  isn’t  it? 

I  can't  testify  to  that.  I  don't  know  that. 

Would  you  disagree  with  the  description  of  the  requirement  of 
62  months  for  lead  time  in  coal  fired  thermal  plants  in  that 
forecast? 

I  sure  would  disagree  with  it  in  the  state  of  Montana. 

How  about  in  the  state  of  Washington? 

I  don't  know  anything  about  how  long  it  takes  to  build  one  in 
the  state  of  Washington. 

Oregon? 

Don't  know  anything  about  that  either. 

Idaho? 
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Nor  that,  but  I  do  know  about  Montana. 

You  would  not  agree  then,  Mr.  O'Connor,  from  the  final  site 
selection  to  the  time  you  go  into  commercial  operation  it 
would  take  62  months? 

And  then  some  in  Montana. 

K  '  I 

You  would  not  agree  to  the  62  months  without  -- 
I  would  not  agree  it  could  be  done  in  62  months. 

I  think  you  told  us  also  in  connection  with  lead  times  that 
you  knew  it  was  possible  to  build  a  plant,  at  least  of  180 
megawatts,  before  five  years  because  you  did  that  with  the 
Corette  plant,  right? 

Yes,  sir. 

Those  were  the  days  before  there  was  a  siting  act? 

Yes,  sir. 

So,  when  no  one  had  to  give  you  permission  you  didn't  have 
delays,  is  that  right? 

Well,  we  had  delays  but  they  weren't  as  consequential  as  they 
are  now.  i 

Well,  when  you  had  the  right,  sir,  to  go  ahead  and  do  your 
building  then  things  flowed  a  lot  more  simply,  didn't  they? 
Well,  at  least  it  was  faster  to  get  a  plant  on  the  line. 

The  factors  which  you  described  to  Mr.  Bellingham  this  morning 
in  trying  to  look  at  what  it  would  take  to  build  a  power 
plant,  was  first  the  determination  of  whether  there  was  a 
need,  is  that  right? 

Right . 

Second  was,  if  there  was  a  determination  of  a  need,  where  the 


need  was . 


. 


This  has  a  bearing. 

That  was  the  second  one,  right? 

Right. 

And  the  third  one  was,  how  do  you  transmit  power  to  the  area 
where  the  need  is,  right? 

Right . 

And  then  the  fourth  concern  was  the  selection  of  site. 

Yes,  sir. 

And  finally  the  fifth  concern  was,  in  Montana,  obtaining  a 
permit,  right? 

Yes,  I  think  that  was  the  order  in  which  I  mentioned  them. 

Of  course,  utility  siting  acts  are  not  uncommon  any  more,  are 
they? 

No. 

Now,  I  notice  that  in  describing  those  five  concerns  of  what 
the  factors  are  to  build  a  plant,  that  there  doesn’t  enter 
into  them  your  statement  of  concern  for  the  environment. 

Where  does  that  one  fit? 

I  think  that  comes  once  you  have  decided  on  the  site  and  made 
application,  I  think  you  make  your  environmental  studies. 
After  you  have  applied  for  a  particular  site? 

Well,  it  could  be  done  before  but  until  you  have  picked  the 
site  it  would  be  a  little  ludicrous  to  start  studying  what 
it  does  to  the  environment  when  you  don't  know  what  environ¬ 
ment  you're  talking  about. 

Well,  it  certainly  is  true,  isn't  it,  Mr.  O'Connor,  that  with 

respect  to  Colstrip  Units  3  and  4  you  didn't  have  to  bother 

much  about  looking  around  for  the  site  because  that  was  a 
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1  |  plainly  obvious  one  for  you,  wasn't  it? 

2  I  A  I  think  on  Colstrip  3  and  4  the  site  was  pretty  obvious,  yes. 

3  I  Q  Therefore,  the  fact  is  that  you  did  not  make  any  alternative 

4  I  site  studies  before  you  went  to  Colstrip  3  and  4  once  1  and  2 

5  I  were  fixed  to  go? 

» 

6  I  A  I  think  that ' s  true . 

7  I  Q  Therefore,  you  did  not  assess  the  environmental  impact  of 

8  I  Colstrip  3  and  4  before  you  made  application  for  those  units, 

9  I  once  you  had  1  and  2  fixed  to  go?  Right? 

10  I  A  I  don't  think  we  employed  anyone  to  make  a  formal  study  of 

11  |  the  environmental  impact  prior  to  that. 

12  I  Q  You  just  kind  of  assumed  that  if  you  got  1  and  2  at  Colstrip, 

13  I  it  made  sense  to  put  3  and  4  there  also,  right? 

14  |  A  Well,  it  did  make  sense. 

15  I  Q  And  by  placing  orders  for  equipment  such  as  turbines  and 

16  I  boilers  for  Colstrip  Units  3  and  4,  when  you  did  so  you  knew 

17  |  that  you  were  gambling,  is  that  right? 

18  I  A  Yes,  sir. 

19  I  Q  Now,  Hr.  O'Connor,  have  you  ever  informed  the  stockholders  of 

20  I  the  Montana  Power  Company  as  to  what  effect  there  will  be  if 

21  I  Colstrip  Units  3  and  4  are  not  permitted  to  go  forward? 

22  I  A  Well,  I  didn't  inform  them  of  that  in  1974  which  is  the  last 

23  I  time  I  spoke  to  the  stockholders  of  the  Montana  Power  Company 

24  |  Q  In  the  formal  filing  made  of  the  registration  statement  re- 

25  1  quired  of  you  before  the  Securities  and  Exchange  Commission 

26  I  of  the  United  States,  called  p0pm  10-K,  in  March  of  1975,  did 

27  |  you  so  inform  the  Securities  and  Exchange  Commission  and  those 

28  I  who  might  wish  to  become  your  stockholders? 
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I  don't  think  so.  I  don't  think  there's  anything  about  can¬ 
cellation  in  10-K. 

Why  didn't  you  tell  them  that? 


MR.  BELLINGHAM:  We  object  to  the  question  on  the 
grounds  it  is  incompetent  and  immaterial  and  it  in¬ 
volves  a  report  form  not  in  evidence. 

MR.  SHENKER:  Well,  it's  going  to  be  after  I  lay 
the  foundation  first. 

CHAIRMAN  DAVIS:  What  is  the  relevancy,  sir? 

MR.  SHENKER:  Well,  it  strikes  me,  Mr.  Davis, 
that  it  is  relevant  to  know  that  this  company  has  not 
informed  those  who  are  supposed  to  be  interested  in 
the  condition  of  the  company  that  if  Colstrip  Units 
3  and  4  are  not  permitted  to  go  forward  it  will  have 
any  effect  at  all  upon  the  power  company,  its  plans 
and  its  financial  condition  and  its  status. 

MR.  BELLINGHAM:  I  wasn't  under  the  impression 
that  this  is  an  S.E.C.  case  -- 

CHAIRMAN  DAVIS :  I  beg  your  pardon? 

MR.  BELLINGHAM:  I  wasn't  under  the  impression 
that  this  was  an  S.E.C.  case.  I  thought  it  came  under 
the  Siting  Act,  the  one  we  are  working  with  now. 

MR.  SHENKER:  I  had  the  impression  that  sworn 
statements  were  acceptable  in  proceedings  under  the 
Siting  Act  and  the  law  requires  the  filing  of  a  truth¬ 
ful  and  accurate  verified  statement  before  the  Secur¬ 
ities  and  Exchange  Commission. 

CHAIRMAN  DAVIS:  Has  he  answered  your  question, 
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Mr.  Shenker? 


MR.  SHENKER:  I  don't  believe  so,  Mr.  Davis. 

CHAIRMAN  DAVIS:  What  was  the  question  again? 

Can  you  recall  it. 

MR.  SHENKER:  Not  precisely,  unless  the  reporter 

can . 

(Reporter  read  previous  question.) 

CHAIRMAN  DAVIS:  Well,  I  think  he  can  answer  that 
question.  I  think  we  are  getting  a  little  afield  from 
need  and  necessity  in  the  items  that  have  come  out  in 
direct  examination  as  well  as  the  items  that  are  assigned 
but  if  there  is  some  other  purpose  that  is  relevant  -- 
I  have  a  problem  with  it,  frankly. 

Q  Can  you  answer,  Mr.  O'Connor? 

A  Why  didn't  we  tell  them  that? 

Q  Yes. 

MR.  BELLINGHAM:  We  renew  our  objection  on  the 
grounds  it  is  incompetent  and  immaterial  and  no  proba¬ 
tive  value  and  has  nothing  to  do  with  -- 

CHAIRMAN  DAVIS:  I'll  sustain  the  objection.  He 
has  answered  the  fact  that  he  didn't  inform  the  stock¬ 
holders  in  this,  has  he  not,  so  for  impeachment  pur¬ 
poses  we  can  proceed  now,  if  there's  any  value  | 

in  that. 

MR.  SHENKER:  Yes,  indeed. 

MR.  BELLINGHAM:  If  the  answer  is  in  there,  we 
move  it  be  stricken  on  the  grounds  that  it  is  incomp¬ 
etent  and  immaterial  and  for  the  reasons  and  grounds 
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previously  stated. 

CHAIRMAN  DAVIS:  Well,  I'll  deny  that  motion  and 
sustain  the  motion  as  to  answering  the  question  that 
is  now  before  us.  I'll  deny  your  motion  to  strike  the 
previous  answer  where  he  said  he  didn't  inform  them. 
Now,  Mr.  O'Connor,  do  you  know  a  Mr.  Frank  D.  Voight? 

Yes,  sir. 

He  is  the  treasurer  of  the  Montana  Power  Company? 

Yes . 

Were  you  present  at  the  time  his  deposition  was  taken  with 
respect  to  that  Form  10-K? 

No,  sir. 

Do  you  recall  my  having  examined  you  in  your  deposition  with 
respect  to  that  Form  10-K? 

Yes,  sir. 

Since  that  time  have  you  been  inspired  to  take  a  look  at  the* 
Form  10-K  of  the  Puget  Sound  Power  and  Light  Company  that  I 
furnished  to  you  at  that  time? 

No,  you  didn't  inspire  me  on  that  one. 

Do  you  have  any  explanation  for  us,  sir,  as  to  why  the  Puget 
Sound  Power  and  Light  Company  reported  as  to  what  effect  Col- 
strip  Units  3  and  4  not  being  able  to  go  forward  would  have 
on  them,  whereas  you  don't  report  on  that? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it 
is  incompetent  and  immaterial  and  improper  foundation 
has  been  laid. 

MR.  SHENKER:  I  think  it  is  highly  important,  if 
the  Hearing  Examiner  please.  We  have  five  applicants 
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here.  We  are  entitled  to  know  what  they  swear  as  to 
the  effect  of  not  going  forward  of  3  and  4.  As  to  the 
scope  of  the  examination,  Mr.  O'Connor  and  Mr.  Belling 
ham  labored  hard  over  the  fact  that  there  were  no  al¬ 
ternatives  to  3  and  4,  and  the  disasterous  consequen- 
.»  *• 

ces  that  would  affect  the  Montana  Power  Company  if  3 
and  4  did  not  go  forward.  Now,  if  that's  true,  we  are 
entitled  to  test  that  by  what  they  say  to  the  world  in 
a  filed  statement  as  to  what  the  effect  on  them  will 


be 


CHAIRMAN  DAVIS:  The  objection  is  overruled.  You 


can  testify  if  we  are  talking  about  need  and  necessity 
and  that  is  necessary,  I  would  think. 

MR.  SHENKER:  Thank  you,  Mr.  Davis. 

No,  T  don't  know  why  Puget  put  that  in  their  statement. 

Should  I  infer,  Mr.  O'Connor,  from  the  absence  of  that  state¬ 
ment  from  your  10-K,  the  failure  for  Colstrip  3  and  4  to  be 
permitted  to  go  forward  would  have  no  severe  adverse  effect 
upon  the  Montana  Power  Company's  financial  condition? 

I  think  it  would  have  some  effect  on  the  Montana  Power  Company 
but  it  wouldn't  be  disasterous,  in  my  estimation.  I  think  it 
would  have  an  effect  --  it  would  have  an  effect  on  our  abilit’ 
to  serve  our  customers.  I  think  the  effects  on  the  state  of 
Montana  would  be  far  more  disasterous  than  on  our  company 
specifically . 

Well,  if  you  weren't  able  to  service  your  customers,  Mr. 
O'Connor,  don't  you  think  that  would  have  some  adverse  effect 
on  the  condition  of  the  company? 
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We  could  continue  to  serve  our  customers  with  the  existing 
resources  that  we  have.  We  just  wouldn't  be  permitted  to 
grow  and  expand  and  serve  any  more  customers. 

And  that  wouldn't  have  any  adverse  effect  on  the  condition  of 
the  company? 

Well,  of  course  it  would  have  an  adverse  effect. 


Then  why  didn't  you  tell  the  people  about  it  in  your  filing 
of  the  Form  1Q-K? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it  is 
repetitious  and  incompetent. 

CHAIRMAN  DAVIS:  Sustained. 

Q  Is  it  or  is  it  not  true  that  if  Units  3  and  4  were  not  ap¬ 
proved,  the  Montana  Power  Company  would  be  able  to  keep  its 
commitments  and  discharge  its  responsibilities  to  its  cus¬ 
tomers? 

A  In  the  future? 

Q  Yes,  sir. 

A  I  think  we  would  not. 

Q  And  what  planning  has  the  Montana  Power  Company  done  for  that 
contingency? 

A  Mr.  Shenker,  I  have  said  repeatedly  that  we  have  no  alternate 
and  we  have  done  no  planning  for  that  contingency.  There 
would  be  only  one  thing  left  for  us  to  do  and  that  is  not 
serve  those  loads  as  they  develop. 

Q  Are  you  now  telling  me,  Mr.  O'Connor,  about  the  projected 

plans  the  way  you  described  those  plans  that  didn't  exist  in 
1973  and  1972  when  your  representatives  were  speaking  to  the 
legislature,  the  Board  of  Health  and  the  Department  of  Natural 
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I  am  talking  about  plans,  perfected  plans. 

How  about  unperfected  plans? 

Well,  I  suppose  there  have  been  some  casual  discussions  of 
what  we'd  do  after  that  but  there  are  no  plans,  there  are 
no  determinations  made. 

Isn't  it  rather  irresponsible,  Mr.  O'Connor,  not  to  make  con¬ 
tingency  plans  of  a  firm  nature? 

Well,  now,  we  don't  seem  to  be  having  trouble  with  it.  We 
are  doing  a  pretty  good  job  of  furnishing  our  loads,  all  the 
irresponsibility  notwithstanding. 

Your  position,  I  take  it,  Mr.  O'Connor,  is  that  you  make  your 
projection,  you  tell  the  state  of  Montana  what  they  should  do 
and  if  they  don't  do  it,  then  you'll  consider  contingency 
planning  later,  is  that  it? 

Of  course  not. 

Well,  you  made  your  projections.  You  determined  that  Colstrij: 
3  and  4  were  your  only  alternatives.  You  therefore  informed 
the  Montana  state  agency  charged  with  making  that  determina¬ 
tion  that  those  were  the  only  alternatives,  and  you  refused 
to  make  any  other  plans  until  they  either  accept  or  reject 
your  only  views,  is  that  right? 

Well,  we  certainly  aren't  going  to  plan  duplicate  generating 
facilities  and  wind  up  building  both. 

You  don't  have  any  contingency  plans,  is  that  right? 

That's  true.  We  don't  have  any  contingency  plans. 

Is  that  in  order  to  keep  pressure  on  the  Montana  Department 
of  Natural  Resources  so  they'll  believe  there  isn't  any  other 
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alternative . 

We  haven’t  had  any  luck  keeping  pressure  on  the  Department  of 
Natural  Resources  in  the  past  and  don't  expect  to  in  the 
beginning . 

Have  you  talked  with  Mr.  Hoffacker  and  Mr.  Labrie  about  their 
intent  to  keep  the  pressure  on  the  Department  of  Natural 
Resources  by  not  informing  it  about  the  decision  to  roll  back 
the  schedule  on  Colstrip  3  and  4? 

No,  sir,  I  have  not  talked  to  Mr.  Hoffacker  and  Mr.  Labrie 
about  that. 

If  the  decision  had  been  made,  Mr.  O'Connor,  by  the  fall  of 
1974,  to  roll  back  the  schedules  for  Colstrip  3  and  4,  and 
that  decision  was  not  communicated  to  the  Department  of  Nat¬ 
ural  Resources  for  several  months  thereafter,  doesn't  that 
strike  you  as  something  less  than  candid  on  your  part  in  your 
dealings  with  these  state  officials? 

No,  sir. 

As  far  as  you’re  concerned  you  could  just  kind  of  keep  that 
information  confidential  and  in  your  own  shop  and  when  you 
get  good  and  ready  to  tell  folks,  you'll  tell  them,  is  that 
it? 

That's  it.  That  information  was  not  in  the  planning  and  so 
we  were  not  going  around  telling  people  that  the  decision  was 
made.  There's  only  one  thing  we  have  an  obligation  to  do  and 
that's  when  we  report  to  the  Department  of  Natural  Resources--| 
and  that's  to  report  the  decision  is  definitely  made  and  not 
something  that  is  highly  speculative. 

How  about  when  you  fixed  the  formal  decision  in  your  own  minds 
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and  it  is  therefore  neither  highly  speculative  nor  specula¬ 
tive  at  all?  At  that  point,  do  you  believe  you  have  the 
obligation  to  tell? 

I  think  we  publicly  announced  and  we  didn't  pull  any  punches 
about  letting  anybody  know  that  the  construction  schedule  on 
3  and  4 

1 f  the  public  announcement  were  delayed  by  several  months 
after  you  made  the  firm  and  fixed  decision,  do  you  think  that 
would  be  less  than  in  excercise  of  candor  and  fairness? 

Well,  I  suppose  if  candor  and  fairness  is  rushing  out  in  the 
street  and  announcing  the  decision  the  moment  it  is  made,  it 
might  not  have  been  in  candor  and  fairness. 

How  about  if  candor  and  fairness  suggested  picking  up  the 
telephone  or  writing  a  letter  in  the  ordinary  course  of  bus¬ 
iness? 

I  think  that  we  could  do  that. 

You  could  do  it,  and  not  doing  it  suggests  something  less 
than  candor  and  fairness,  doesn't  it? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that 
it  is  argumentative  -- 

CHAIRMAN  DAVIS:  Sustained.  He  has  answered  the 
question,  I  think,  fairly  well. 

You  were  telling  Mr.  Bellingham  this  morning,  Mr.  O'Connor, 
about  the  number  of  contacts  you  have  had  from  industrial 
concerns  who  would  like  to  come  to  Montana,  right? 

Yes,  I  told  Mr.  Bellingham  about  some  of  them. 

One  of  them  I  think  you  mentioned  was  the  Ethyl  Corporation, 
is  that  right? 
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Yes . 

What  did  they  want? 

They  wanted  to  buy  some  power. 

For  what? 

To  put  in  some  kind  of  a  plant  and  they  didn't  disclose  their 
plans  to  us  at  all.  They  wanted  to  know  about  the  availabil¬ 
ity  of  power. 

Did  they  enter  into  negotiations  for  a  contract  with  you? 

No,  we  didn't  have  the  power  with  which  to  negotiate.  We 
simply  told  them  that  we  would  not  have  that  quantity  of 
power  until  we  knew  what  the  decision  was  in  the  Colstrip  3 
and  4  matter,  and  ended  it  right  there. 

You  told  them  you  didn't  have  any  contingency  plans  in  the 
event  Colstrip  3  and  4  didn't  go  forward? 

No,  we  didn't  tell  them  that,  either.  That  must  be  being 
less  than  candid. 

I'll  accept  that.  What  other  contacts  have  you  had,  Mr. 
O'Connor,  for  industrial  concerns  who  want  to  locate  here? 
Stauffer  Chemical. 

They  are  already  here,  aren't  they? 

They're  already  here,  yes. 

What  other  contacts  have  you  had  with  new  industrial  concerns? 
Well,  we  participated  with  the  state  and  some  state  officers 
in  our  contacts  with  Huelette-Packard  with  respect  to  locating 
a  plant  in  Bozeman.  We  had  a  considerable  contact  with  them. 
What  did  they  want  to  do? 

They  wanted  to  build  calculators. 

Calculators  --  and  they  wanted  to  get  some  power  from  you? 
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Well,  I'm  sure  their  employees  would  like  a  little  power  from 
us,  whether  Huelette-Packard  did  or  didn't.  They  were  inter¬ 
ested  in  whether  or  not  there  was  power  available  and  whether 
or  not  there  was  energy  available  for  the  employees  and  for 
themselves. 

What  did  you  tell  them? 

Pardon? 

What  did  you  tell  them? 

We  encouraged  them  to  come. 

You  had  enough  power  for  them  and  their  employees? 

Yes  . 

O.K.  Now,  who  else  do  you  know  of  that  has  contacted  you? 

I  don't  think  of  anybody  off-hand.  There  may  have  been  others. 
I'm  not  employed  in  the  marketing  and  new  business  department 
or  in  the  industrial  division,  but  I  know  that  our  people  have 
a  constant  communication  with  a  number  of  industrialists.  I 
know  that  Hoerner-Waldorf  has  been  to  Montana  Power  Company 
wanting  substantial  additional  quantities  of  power. 

Well,  let's  talk  about  Hoerner-Waldorf.  You  had  mentioned 
them  earlier  today  with  respect  to  a  natural  gas  contract, 
didn't  you?  That’s  right,  isn't  it? 

That's  right. 

And  you  told  us,  I  believe,  Mr.  O'Connor,  that  you  were  not 
going  to  renew  their  contract? 

| 

We  can't  renew  their  contract. 

When  does  the  contract  expire? 

Oh,  it's  probably  got  a  couple  of  years  to  go. 

Two  more  years? 


, 


I  think  so.  Not  very  long  to  plan  alternate  fuel. 

Is  there  anybody  else  whose  natural  gas  contract  you  are  not 
going  to  renew? 

Certainly  I  don't  think  we  can  renew  any  of  our  interruptable 
natural  gas  contracts  on  the  basis  that  they  are  presently 
written  when  they  come  up  for  renewal. 

That  is,  you  might  enter  into  new  contracts  but  not  renew  the 
old  ones? 

We  might  enter  into  a  different  kind  of  new  contract  depend¬ 
ing  on  the  quantities  of  gas  that  are  available  to  us. 


You  aren't  going  to  let  us  believe,  are  you,  sir,  that 
Hoerner-Waldorf  is  not  going  to  have  natural  gas  a  couple  of 
years  from  now? 

I  don't  think  that  after  their  present  contract  expires  they 
are  going  to  have  anywhere  near  as  much  natural  gas  available 
to  them  as  they  have  now. 

But  you're  not  going  to  cut  them  off  at  the  natural  gas 
pockets,  are  you? 

Oh,  I  don't  think  they'll  be  cut  off  entirely. 

Now,  in  talking  with  us  this  morning,  Mr.  O'Connor,  about  the 
benefits  that  would  flow  from  Colstrip,  you  told  us  first 
about  social  benefits.  Those  benefits  are  jobs,  isn’t  that 
right? 

That's  one  of  them. 

Are  there  any  handicaps? 

Are  there  any  handicaps? 

Yes  --  sometimes  called  burdens. 

Oh,  there  are  some  handicaps.  I  would  think  unquestionably 
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there  are  handicaps . 

(Brief  interruption  to  correct  malfunction  in  tape  recorder.) 

CHAIRMAN  DAVIS:  The  question  was  if  there  were 
any  other  handicaps. 

MR.  SHENKER:  I  think  he  answered  my  last  ques- 
tion,  didn’t  you,  Mr.  O'Connor? 

WITNESS:  Yes,  sir. 

Q  Now,  what  are  the  burdens  or  handicaps  that  would  flow  from 
Colstrip  3  and  4? 

It  interferes  with  some  of  the  ranchers’  life  styles. 

How’s  that? 


A 

Q 
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Well,  it  brings  some  people  into  the  area  that  apparently 
they  don’t  want  living  down  there,  and  it  brings  them  neigh¬ 
bors  and  population  increases  that  they  think  are  intolerable 
so  it  interferes  with  the  way  that  they're  doing  things  and 
have  done  things  for  many  years  and  some  of  these  people  con¬ 
sider  that  to  be  a  handicap.  Some  of  those  fellows  even  go 
so  far  as  to  shoot  some  of  those  ranchers'  deer. 

Q  Is  that  not  a  bad  thing? 

A  Well,  I  didn't  know  first  of  all  that  the  ranchers  had  any 

real  proprietory  interest  in  that  game  and  if  some  other  cit¬ 
izen  of  the  state  got  a  license  and  killed  one  of  them,  I 
thought  that  was  his  prerogative.  Now,  if  you  trespassed  -- 

MR.  GRAY B ILL :  I  move  that  this  line  of  testimony  j 

i 

be  stricken.  This  man  is  obviously  commenting  on  some¬ 
thing  that  he  is  not  very  expert  in.  He  is  into  fish 
and  game  in  Rosebud  County  now,  Your  Honor,  and  it  seemjs 
to  me  that  as  long  as  he  is  commenting  about  my  client 
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that  he  ought  to  at  least  restrain  himself  until  I 
get  up. 

CHAIRMAN  DAVIS:  You  are  objecting  then  to  Mr. 
Shenker ' s  question? 

MR.  GRAYBILL:  It's  not  responsive  to  -- 

\  | 

MR.  BELLINGHAM:  Excuse  me.  I  wonder  if  Mr. 

Graybill  is  in  a  position  here  to  make  any  kind  of  an 
objection  at  this  time  in  view  of  the  fact  that  Mr. 
Shenker  is  coming  on  with  cross  examination? 

MR.  GRAYBILL:  Well,  let's  get  that  straight 
right  now.  You  tell  me  I  haven't  the  right  to  object 
to  a  question.  I  think  I  do ,  as  counsel  in  this  case. 

I  would  like  to  have  that  ruled  on  first,  whether  I 
am  right  or  wrong  in  my  objection.  I  didn't  think  I 
was  going  to  be  stopped  from  participating  until  my 
turn  came  in  terms  of  objections. 

MR.  PETERSON:  Mr.  Examiner,  I  don't  believe  we 
are  talking  about  the  ruling  on  objections.  I  believe 
the  record  will  reflect  that  Mr.  Graybill  moved  to 
strike  the  answer  of  the  question  propounded  by  Mr. 
Shenker.  It  is  my  position  and  the  position  of  the 
applicants  that  that's  Mr.  Shenker 's  prerogative  and 
not  Mr.  Graybill 's,  as  to  the  motion  to  strike.  As 
to  the  right  to  object  to  the  question  propounded  by 
Mr.  Shenker,  I  think  the  orderly  process  would  dictate 
that  he  has  not  that  right  to  object,  that  that  would 
be  the  applicants'  right  because  it  is  the  applicants' 
witness  and  it's  cross  examination  of  the  applicants' 
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MR.  GRAYBILL:  I  think  we  have  hit  upon  an  inter¬ 
esting  point,  John.  Let’s  rule.  Do  you  mind  telling 
me  whether  or  not  I  have  the  right  -- 
talking  simultaneously.  Unintelligible.) 

CHAIRMAN  DAVIS:  --  any  of  you  fellows  might 
object  to  eachother's  questions  in  the  front  row,  but-] 
talking  simultaneously.  Unintelligible.) 

CHAIRMAN  DAVIS:  Go  ahead,  Mr.  Shenker .  ! 

MR.  SHENKER:  I  think  we  have  eliminated  the  pos¬ 
sibility  of  the  folks  in  the  front  row  objecting  to 
eachother's  questions  by  the  ground  rule  that  only  one 
counsel  per  side  gets  to  make  objections  and  conduct 
examinations  on  a  particular  witness. 

MR.  BELLINGHAM:  We  also  have  a  situation  where 
somebody  may  be  a  senior  in  the  firm  and  somebody  else 
below  him,  so  I  guess  that  might  occur  also. 

CHAIRMAN  DAVIS:  Well,  this  is  a  good  hour  of  the 
day  to  discuss  these  matters  and  it  is  very  illuminat¬ 
ing.  You  want  to  strike  the  portion  of  the  answer 
dealing  with  any  portion  of  it  that  deals  with  -- 

MR.  GRAYBILL:  The  fish  and  game  part  about  the 
ranchers  in  the  area. 

CHAIRMAN  DAVIS:  It  might  be  on  a  rancher's  land 
and  it  might  be  one  of  your  clients,  is  that  correct? 

MR.  GRAYBILL:  I  think  that  is  unresponsive  to 
the  --  at  least  I  would  like  to  have  the  question  re¬ 
stated  if  that  is  responsive. 
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CHAIRMAN  DAVIS:  Why  don't  we  strike  the  answer? 


Could  you  rephrase  the  question  and  start  it  over? 

Do  you  have  any  objection  to  that? 

MR.  SHENKER:  No,  I'll  be  perfectly  happy  to  re¬ 
phrase  the  question. 

Mr.  O'Connor,  do  you  believe  it  is  not  a  burden  that  the  flow 
from  Cols trip  3  and  4,  if  the  folks  who  come  to  that  area 
trespass  on  other  people's  land? 

Oh,  yes,  if  they  trespass  it  is  always  a  burden. 

O.K. ,  what  are  the  other  burdens? 

Well,  there  are  people  there  who  think  it  is  a  burden  for 
some  large  number,  or  maybe  a  small  number,  of  new  children 
to  move  into  that  community  and  go  to  their  school  and  they 
objected  to  the  impact  on  the  school.  There  are  some  other 
people  who  seem  to  think  that  there  is  a  tax  burden  that  has 
been  imposed  upon  them  by  the  advent  of  Colstrip.  Now,  these 
are  objections  with  which  I  do  not  necessarily  agree. 

Oh,  I'm  sure  we  could  stipulate  to  that.  I'm  just  asking 
you  to  give  us  a  laundry  list  of  the  burdens  with  which  you 
are  familiar. 

These  are  some  of  the  things  we  have  heard  articulated  as 
burdens  that  have  been  imposed  upon  these  people  and  their 
life  style,  and  perhaps  we  have  to  assume  that  for  those  par¬ 
ticular  individuals  who  don't  like  that  thing,  this  -- 
Is  a  burden? 

I  wouldn't  argue  with  that.  I  think  that  there  are  people 
down  there  who  believe  and  honestly  believe  that  coal  mining, 
for  example,  will  interfere  with  their  ability  to  carry  on 
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livestock  operations  and  they  have  so  stated.  These  are  some 
of  the  things  that  occur  to  me  as  possible  burdens.  There 
are  other  people  who  seem  to  think  that  because  there  have 
been  people  move  into  the  area  from  outside  that  they  have 
social  problems  that  they  might  not  have  otherwise  had. 

In  talking  with  Mr.  Bellingham  this  morning  about  economic 
benefits  from  Colstrip  3  and  4,  I  believe  you  prefaced  your 
answer  with  the  fact  that  there  is  no  question  of  the  econ¬ 
omic  benefits.  You've  heard  folks  question  it,  haven't  you? 

I  don't  know  as  I've  heard  anyone  question  the  economic  bene- I 
fits . 

You  haven ' t? 

No,  I  don't  think  I  have.  I  think  all  the  people  who  objectec 
to  Colstrip  were  frank  to  admit  that  it  created  some  jobs, 
it  provided  employment,  that  it  created  a  substantial  tax 
base.  I  don't  think  I  have  heard  any  contention  that  this 
was  an  economic  hardship  for  that  county. 

You  haven't  heard  people  address  themselves  to  the  fact  that 
the  services  that  would  be  required  for  the  intrastructure  of 
a  new  social  community  in  Rosebud  County  and  environs  will 
cost  more  and  therefore  be  economically  more  draining  than 
would  be  the  benefits  of  the  taxes? 

I  think  I  might  have  heard  that  kind  of  assertion.  I  have 
heard  every  kind  of  assertion  that  is  conceivable  about  Col¬ 
strip,  and  that  must  have  been  among  them. 

So,  you  have  heard  some  questions  about  the  subject  on  which 
you  thought  there  was  no  question? 

Well,  if  comments  of  that  kind  are  questioning,  I  guass  yes. 
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And  you  have  heard  folks  say,  haven't  you,  Mr.  O'Connor,  that 
a  number  of  the  alternatives  to  Colstrip  3  and  4  are  indeed 
productive  of  more  jobs  than  Colstrip  3  and  4  would  produce 
on  a  permanent  basis? 

Oh,  I  have  heard  the  statement  but  I  have  seen  very  little 
substantiation. 


Now,  let's  talk  about  your  advertising.  I  believe  that  you 
told  Mr.  Bellingham  this  morning  that  you  terminated  what  he 
called  with  you  promotional  advertising  that  was  designed  to 
encourage  people  to  use  more  electricity? 


Yes,  sir. 


Right? 

Yes,  we  terminated  that. 


You  terminated  that  in  1972? 


The  fall  of  1972  some  time 


When  did  you  run  the  ad  in  the  Wall  Street  Journal  telling 
folks  to  come  to  Great  Falls  where  they  had  ample  electricity 
for  their  uses? 


We  never  did  run  such  an  ad. 


You  did  not? 


No,  sir. 


Ever  had  an  ad  in  the  Wall  Street  Journal? 


No,  sir.  Amazing. 

CHAIRMAN  DAVIS:  Could  I  ask  a  question  at  this 


juncture? 


MR,  SHENKER:  Sure 


# 


CHAIRMAN  DAVIS:  Are  you  about  --  will  you  complet| 
this  witness  this  afternoon? 
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MR.  SHENKER:  Oh,  I  think  I'm  going  to  have  about 
another  couple  of  hours  of  examination,  Mr.  Davis. 

CHAIRMAN  DAVIS:  Well,  then,  I  think  we  agreed 
we  would  adjourn  at  five,  and  in  all  fairness  to  the 
witness  --  now,  just  everybody  hang  on.  Mr.  Graybill 
wants  to  ask  a  question. 

MR.  GRAYBILL:  Mr.  Davis,  I  mentioned  to  you  that 
I  had  a  prior  commitment  with  the  Industrial  Accident 
Board  in  the  morning  and  if  my  turn  should  come  up 
before  I  return,  I  wonder  if  you  would  place  me  at  the 
end  of  the  list  and  allow  me  to  continue  then? 

CHAIRMAN  DAVIS:  Does  anyone  have  any  objection 
to  that?  I  think  it  sounds  reasonable. 

MR.  BELLINGHAM:  Only  if  it's  an  exception  and 
not  a  general  rule. 

CHAIRMAN  DAVIS:  Well,  I'm  sure  there  will  be 
other  such  problems  develop.  Everyone  have  a  good 
night's  rest. 

(Hearing  recessed  at  5:00  o'clock,  P.M.) 
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